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A March of Progress 


Our company was founded .... on excelled in equipment or staff by any 
the day the Michigan Workmen’s Industrial Hospital operated by any 
Compensation Act became effective Casualty Company in_ the 

.... September 12th. We entered States. 


the field with only eleven Compensa- 
tion policyholders. Today we num- 
ber them in the thousands, and in ; ; ; 
addition we carry tens of thousands given cur Compemation 


of Automobile policyholders. 


We established our own Industrial 
Hospital at 484 East Jefferson Ave., 


Detroit. .... Touring Bureau Privileges .... 

All Essential Club Emergency Serv- 
Our policies were all made absolutely ices... . Starting Car if Stalled.... 
Non-Assessable. Towing .... Delivery of Gasoline.... 


Delivery of Battery .... and Chang- 
We originated our unequalled Auto- ing of Tires... . Five-Payment 


mobile Insurance contract. 


Budget Plan Available. 


We purchased and equipped the In 1928 We added a separate and commodi- 


Michigan Mutual Hospital at 2730 
East Jefferson Ave., Detroit .... not Industrial Hospital. 


In 1935 


We purchased a spacious structure at 163 Madison Avenue, Detroit, to be 





occupied the latter part of August, exclusively as our Home Offices. 


Here we will continue to render the efficient service and to provide the 
dependable protection which have gained the confidence of our thou- 


sands of policyholders. 
Let us share with you our SERVICE, SOLVENCY and NON-ASSESSABILITY. 


Our SAVINGS are yours. 
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THIS MONTH 


EAR born of incomplete knowledge 

is the heart of the silicosis problem, 
if the editorial which appears on Page 
5 represents a sound analysis of the 
known facts. ® A year ago Professor 
Hoffman of the University of Penn- 
sylvania analyzed the securities Act for 
the benefit of our readers. Now, in 
The Securities Act in Operation" he 
reviews the actual working of the Act 
and the amendments to it which have 
been adopted. ® The fact that unem- 
ployment is always with us but that at 
regular intervals it becomes a major 
catastrophe makes it more than dif- 
ficult to insure. For complete details 
turn to the current article by Professor 
Kulp on Page 15. ® The whole field of 
insurance was given a rapid survey by 
Commissioner Dan Boney in his pres- 
idential address to the National Con- 
vention of Insurance Commissioners. 
See page 13. ® Even those who dis- 
agree violently with his conclusions ad- 
mit that Commissioner Mortensen gave 
a good talk on State Insurance Funds at 
Seattle. We print it in full in this issue. 


NEXT MONTH 


HE Insurance Section of the Amer- 

ican Bar Association heard a number 
of fine papers on insurance subjects at 
its Los Angeles meeting. The editors 
are trying to make a choice from a half 
dozen of them, all equally good. ® The 
next of the series which Professor Kulp 
is contributing on Social Insurance will 
appear next month and we are sure that 
it will be just as interesting as his first 
two articles. ® Bunk of the Month will 
be with us again, with a foeman more 


worthy of our steel than Herbert Cobb 
Stebbins. 
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ORKMEN’S compensation insurance has been 
a headache to casualty company executives for 
the past few years. For the time, at least, the 
pressure has been lifted by the rise in industrial 
activity with its accompanying increase in payrolls and 
premiums. Despite the fact that this field is emerging 
from a major crisis, apparently in good shape, the 
future, tomany, looks 
pretty dark. The rea- 
son in two words is 
“Occupational Dis- 
ease” and in one — 
“Silicosis.” A_ real 
problem is presented 
—is there an answer ? 
In considering the silicosis problem, too often those 
affected have given way to semi-hysterical speculation 
on the possibilities of disaster. Of course, the proper 
approach to an answer is to ascertain the known facts 
and from them consider the probabilities. The best 
program to bring about the least damaging of the prob- 
able developments can then be worked out, and an in- 
telligent effort made to avert serious trouble. 


KT us first consider the picture as painted in its 

darkest tones by a partly informed and very worried 
insurance executive. He has been advised that 25% 
of all the industrial workers of the United States have 
silicosis in some degree. He has been told that silicosis 
is progressive, that there is no cure, and that death 
or permanent disability is inevitable. He sees, in many 
states, determined efforts to put silicosis under the 
Workmen’s Compensation law, efforts that were suc- 
cessful, at the last sessions of the legislatures in New 
York and North Carolina. From past experience with 
the Industrial Commissions and other agencies admin- 
istering the various compensation laws, he has no con- 
fidence in their ability to distinguish between a work- 
man disabled because of silicosis and a workman who, 
after exposure to silicia dust, has X-ray indications of 
that exposure but no disability. Appalled by the possible 
accumulated liability, with the firm conviction that an 
effort to avoid all risks with a dust hazard will result 
inevitably in state compensation funds, he stands be- 
wildered, waiting for the fast approaching storm to 
sweep away the compensation business. 


e IS THERE AN ANSWER 
TO THE 
SILICOSIS PROBLEM ? 


The final outcome may be as bad as, or worse, than is 
feared. If it is, the blame will be placed squarely on 
the shoulders of the industrialists and insurance men, to 
whom the public looks for leadership in controlling 
the situation. 

eee 


C' INSIDER briefly the facts known about silicosis, 
as set forth by the best known authorities, It is a 
lisease of the lungs caused by the inhalation of large 
quantities of silica dust over long periods of time. In 
its early stages it is not disabling and even in advanced 
cases disability or death is almost invariably due to some 
other infection of the lung, usually tuberculosis. A 
person with silicosis has less resistance to a tubercular 
infection than another with normal lungs, and an in- 
active tubercular infection may become reactivated by 
exposure to silicia dust. Industry must remove tuber- 
culars from occupations exposed to dust and will prob- 
ably have to pay them compensation. The incidence of 
tuberculosis among those exposed to dust, outside of 
miners where other factors are largely responsible, is 
not alarmingly high. Modern engineering can reduce 
the dust hazard in any industry to the point where the 
occupation is perfectly safe for any worker whose lungs 
are free from infection when he begins work. Persons 
who have been working under dusty conditions for 
years, who have developed some silicosis, but who have 
not developed any infection will probably never become 
disabled from this cause if the necessary protective 
measures are taken in the plant where they work. 
There is no med- 
ical evidence that 
silicosis causes 
the impairment 
of any other bod- 
ily organ, such 
as the heart. The 
reserve lung ca- 
pacity is so great that the lung can continue to function 
even though great masses of fibrous tissue have been 
formed as a result of silicosis. 
eee 


ITH this summary in mind, let us consider the 

hypothetical case of a foundry with six hundred 
employees. Of these, three hundred have been exposed 
to concentrations of dust’ varying from light in the case 
of furnace tenders to very heavy in the sand blast room. 
Qn medical and X-ray examination, it is found that 
almost two hundred have some evidence of silicosis, with 
perhaps a dozen advanced cases uncomplicated by in- 
fection. Six of the men have tuberculosis as well as 
silicosis. The risk is obviously dynamite, but the size 
of the explosion depends on how the situation is han- 
dled. The dust hazard in the plant must be cleaned 
up, and to do this the cooperation of the employer is 
necessary. Then the employer will be expected to 
explain the exact state of affairs to the tubercular em- 
ployees, and to send them to a sanitorium, with com- 
pensation paid to their families or dependents. Further, 
the men with advanced cases of silicosis will expect to be 
given light work within their capacity and kept on the 
payroll. The others can be left undisturbed, except that 
they should be required to take yearly physical examina- 
tion: and all new employees will first undergo a com- 
plete examination. 

Such a program costs money, but if followed it will 
result in not only cleaning up a bad situation, but in 
guarding against future trouble, and it is believed will 
in the end be less costly to the employer. On the other 
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hand, if, after the results of the med- 
ical examination are known, the car- 
rier gets off of the risk and does 
nothing, and the tubercular work- 
men are discharged, as well as those 
with advanced silicosis and some of 
the others, it is more than likely that 
the employer will be faced with suits 
which will turn the liability back on 
him and his carrier. At the same 
time, the employer will find it im- 
possible to get insurance from an- 
other company and he will join in 
the chorus of those shouting for a 
State Fund. 

The big problem in silicosis is an 
educational one. Manufacturers must 
be convinced that the hazard exists 
and that it must be eliminated. The 
medical profession, now woefully at 
sea, must learn how to diagnose 
silicosis and to determine the extent 
of disability, if any exists. The In- 
dustrial Boards and Commissions 
must study the disease, its causes and 
effects, so that they will be in a posi- 
tion to make an intelligent decision on 
the medical evidence submitted. The 
insurance companies must learn how 
to attack a risk which has a silicosis 
hazard so that it may be made insur- 
able, and how to handle it when it 
is insured. The refusal to write any 
risks with a dust hazard and the can- 
cellation of any now insured will not 
solve the problem and will probably 
destroy the compensation business. 

All must join in an intelligent ap- 
proach to the problem if we are to 
find an answer, 


Texas Governor Vetoes 
Premium Tax 


GOVERNOR JAMES V. ALLRED OF 
TEXAS VETOED THE BILL WHICH RE- 
cently passed the Texas Legislature 
levying a 2% tax on gross premium 
receipts collected or received from all 
fire and other kinds of insurance, 
except life insurance, for the purpose 
of establishing a relief and pension 
fund for firemen. 

In his veto message the Governor 
said : 

“Candor compels me to express 
doubts as the constitu- 
of this While I per- 
sonally am = in of firemen’s 
pensions, I do not believe it is just 
or fair to, in effect, levy a tax upon 
a large class of people who will not 


to 
act. 


yrave 
tionality 


favor 


receive any benefit therefrom and a 
larger class to whom the benefits 
will be, at most, indirect.” 


Governor Allred said he had been 
informed by the State Insurance De- 
partment that this additional tax upon 
all premiums would inevitably result 
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m raising the premium rates proper- 
tionately. 

In conclusion the Governor said: 

“The argument has been made by 
proponents of the bill that this act 
should not raise insurance rates. 
They claim the rates already collected 
are sufficient to carry this additional 
burden without increasing the pre- 
miums. These assertions are disputed 
by opponents of the bill, but even if it 
be true that this additional expendi- 
ture of hundreds of thousands of dol- 
lars can be paid out of present pre- 
mium rates, then it but demonstrates 
that policyholders throughout the state 
are already paying too much for insur- 
ance, and the insurance department 
should certainly look into the rates at 
once with a view to lowering them, 
rather than that the legislature should 
afford even the semblance of justifica- 
tion, as by the passage of this bill, for 
raising insurance rates.” 

ee @ 


Business Good First Half 
of 1935 


PRELIMINARY REPORTS WOULD 
DICATE THAT BOTH FIRE AND 


IN- 
CAS- 


ualty insurance companies have rea- 


son to congratulate themselves on 
their showing during the first six 
months of 19355. There is some un- 
certainty as to the results during the 
remainder of the year, but the opti- 
mists apparently outnumber the 
pessimists. 

In fire insurance, the stock com- 
panies had a very small increase in 
premium volume, the mutual com- 
panies a larger increase, and most 
groups enjoyed a continuance of the 
very low loss ratio which prevailed 
during 1934. There has been some 
tendency for the losses to increase 
slightly in the past month, but the 
trend is not at all serious as yet. 

In casualty insurance the com- 
panies report a rather substantial in- 
crease in premium volume which has 
been particularly noticeable with the 
mutual carriers. Loss ratios are ap- 
parently about the same as last year 
and there is some hope that for the 
year as a whole they will show a slight 
improvement. 











Illinois Code Fails to Pass 


THE ILLINOIS INSURANCE CODE, 
FOSTERED BY INSURANCE DIRECTOR 
Palmer and the focus of controversy 
for some months, failed to pass the 
Illinois Senate when the necessary 
26 votes could not be mustered. The 
bill had previously passed the House 
after being rather widely amended. 
It is expected that the revised In- 
surance Code or a similar measure 
will be introduced at the next session 
of the Legislature. 

Opposition to the Illinois Code was 
led by the National Board of Fire 
Underwriters, principally because the 
investment section of the Illinois code 
would make it necessary to revise the 
portfolios of the larger stock fire 
companies. There was also some op- 
position from the National Bureau 
of Casualty & Surety Underwriters 
and London Lloyds. 

Complete insurance codes had a 
rather disastrous record during the 
past legislative sessions, only. one, that 
of Indiana, having passed. In Arkan- 
sas, Missouri and Illinois complete 
codes were defeated, and in West 
Virginia only a portion of the pro- 
gram proposed was passed. 


Washington Retaliates 
Against Massachusetts 


COMMISSIONER SULLIVAN, OF THE 
STATE OF WASHINGTON, HAS TAKEN 
the first step to retaliate against the 
recent requirement by Massachusetts 
that out of state insurance companies 
must issue loss drafts on local banks. 
The original order of Commissioner 
of Insurance F. J. DeCelles of Mass- 
achusetts, was issued on June 10th 
and requested each insurance com- 
pany operating in that state to make 
arrangements so that loss drafts is- 
sued in settlement of claims would be 
made payable at banks located at 
points such that the drafts would 
reach the banks not later than the 
business day following the date on 
which deposited. In his ruling, 
Commissioner Sullivan cites this re- 
quest of the Massachusetts’ Commis- 
sioner, He states that under the law 
of his state he feels obligated to im- 
pose similar conditions upon Mass- 
achusetts companies. He therefore 
asks “each Massachusetts company 
to make arrangements so as, not later 
than July Ist, all checks or drafts is- 
sued in settlement of Washington 
claims will be payable at banks lo- 
cated within this or adjoining states, 
so that the drafts or checks when 
presented for collection will, in the 
ordinary course of business, reach the 
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banks at which payable not later 
than the business day following the 
date on which it is deposited.” He 
also asked the Massachusetts com- 
panies operating in Washington to in- 
form him what arrangements they 
had made in conformity to his re- 
quest. 

Thirty-eight states have retaliatory 
laws and in thirty-four of them the 
laws are so drawn that the commis- 
sioner has either the privilege or the 
obligation to take action similar to 
that of Commissioner Sullivan. There 
is therefore a prospect that numerous 
orders of this kind against the Mass- 
achusetts companies will be issued in 
the near future. 


Montana Commissioner 
Distributes Agents’ 
Code of Ethics 


JOHN J. HOLMES, INSURANCE COM- 
MISSIONER OF MONTANA, IS ATTEMPT- 
ing to raise the ethical standards of 
the Montana agents through educa- 
tion. He has recently sent to each of 
them a copy of the Code of Ethics of 
the National Association of Insur- 
ance Agents. Attached was a pledge 
for the agent to sign, if he were so 
inclined, after he had finished his 
reading. 

This is a novel method of reform- 
ing the evils which probably exist 
among the agents of Montana in 
about the same degree as elsewhere. 
If it is successful pledges will prob- 
ably be asked by other insurance com- 
missioners and the motto of insurance 
supervision and the only necessary 
ruling will be “Let your conscience 
be your guide.” 


Caldwell of Tennessee Dead 


ALBERT S, CALDWELL, FORMER IN- 
SURANCE COMMISSIONER OF TEN 
nessee, died on June 15th at the home 
of his daughter in Atlanta, Georgia 
as the result of a stroke of apoplexy. 
He was seventy-one years old. 

Mr. Caldwell was born in Shelby- 
ville, Kentucky but spent most of his 
life in Chattanooga, Tennessee. In 
1891 he became General Agent of the 
Prudential Insurance Company at 
Knoxville, Tennessee. Returning to 
Chattanooga in 1903, he helped to or- 
ganize the Volunteer State Life In- 
surance Company and became its 
president. Ten years later he resigned 
and became vice-president of the 
Provident Life & Accident Insurance 
Company of Chattanooga, 

In 1923 he was appointed Insur- 
ance Commissioner and held the office 





7 


until 1932 when he resigned and re- 
tired from active business, In 1928- 
1929 he was president of the Na- 
tional Convention of Insurance Com- 
missioners and in 1930-1931 was sec- 
retary of that body. 


Many Companies Favor 
Use of Arbitration 


SUPERINTENDENT OF INSURANCE 
LOUIS H, PINK HAS REPORTED THAT A 
large number of life, fire and marine 
and casualty insurance companies 
doing business in New York State 
are on record with the Insurance De 
partment as favoring the more exten- 
sive use of arbitration as a means of 
settling insurance controversies with- 
out resorting to litigation. 

So far 142 companies have re- 
sponded to a questionnaire sent out 
by Superintendent Pink’s predeces- 
sor, George S. Van Schaick, asking 
their views. Of the replying com- 
panies, 113 favor arbitration, 14 defi- 
nitely oppose and 15 either express 
no opinion or request further time 
and information upon which to base 
an answer, 

While many of the companies have 
qualified their replies with sugges- 
tions that certain classes of actions 
should be excluded, there is a very 
apparent desire on the part of the 
companies to escape long and exten- 
sive court proce ‘ings. Even some 
of the comps .c» responding in the 
negative dec re they have no objec- 
tions to arbitr tion, if it can be made 
workable in their fields. 

One of the surprising results is the 
reaction of the fire and marine com- 
panies to the questionnaire. A total 
of 81 companies in this field replied, 
and 73 favored arbitration, five op- 
posed and three were non-committal. 

Although the majority of com- 
panies in this classification report that 
they have relatively few court actions, 
there is hearty efidorsement of arbi- 
tration. 

Exception is taken, however, in ac- 
tions involving suspicion of fraud 
where the general view is that cases 
of this type should be tried in the 
courts. 

Replies have been received from 
36 casualty insurance companies, of 
which 27 endorse arbitration, five op- 
pose and four have no present opin- 
ion. Many of these companies report 
that they are using arbitration already 
in connection with tort cases, and 
would welcome its extension. Com- 


plaint is made, however, that plain- 
tiffs often refuse to accept arbitration 
and that the company is powerless to 
compel them. 
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FIRE 
NEWS 


Plan Fire Protection for 


Rural Areas 


\ DEFINITE PROGRAM INTENDED TO 
EXTEND TO RURAL PROPERTY THE AD- 
vantages of fire protective equipment 
and organization which the towns and 
cities have so long enjoyed has been 
launched under the auspices of the 
National Fire Waste Council. It re- 
sults from agitation carried on during 
the last year by the Independent Tel- 
ephone Association, which sought a 
fire rate credit for a telephone in a 
farm home. The final program calls 
for both a rural fire department and 
an adequate water supply as well and 
is outlined as follows: 

1. A rural fire department organ- 
ized and equipped to meet the min- 
imum requirements for a rural fire 
department contained in the pub- 
lished code of the National Fire Pro- 
tection Association. This code was 
prepared by C. R. Welborn of the 
Underwriters Laboratories. 

2. An adequate water supply for 
each farm. If no natural supply is in 
reach, a reservoir or fire cistern of 
stipulated capacity to be constructed. 


? 


3. A telephone with which a fire 
alarm could promptly be sent to the 
central Operator to insure the quick 
response of the fire department. 

‘The Farm Underwriters Associa- 
tion has agreed to allow a credit of 
10 per cent of the basic fire and light- 
ning rate for protection meeting these 
specifications. This recommendation 
went to the regular meeting of the 
Managing Committee and was ap- 
proved without a dissenting vote. 
Under the leadership of the In- 
dependent Telephone Association a 
special committee, on which each state 
of the Middle West will be repre- 
sented, is being organized and it is 
hoped that the entire program can 
be carried through to successful com- 
pletion. 
eee 


Ohio Court Rejects 
Installment Payments 


THE SUPREME COURT OF OHIO, IN 
THE CASE OF GENERAL INSURANCE 
Company v. Bowen, Superintendent 
of Insurance, et al., has decided that 
the annual payment of installments 
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on term policies constitutes discrim- 
ination against those who have pur- 
chased annual policies. The ruling of 
Superintendent Bowen against such 
policies is therefore upheld. The 
opinion, in full text, reads as follows: 


“BY THE COURT. These cases 
are here for review under Section 
9592-11, General Code, and the pro- 
cedure in each seems to have been on 
principles announced in Brand v. 
Safford, Supt. of Ins., 118 Ohio St. 
56, 160 N. E, 464. 


“The Merchants’ Fire Insurance 
Company has been issuing a fire in- 
surance policy for a term of five 
years, with a provision therein which 
enabled the insured to pay the pre- 
nuum yearly and terminate the policy 
at the end of any year. Under such 
a five-year policy the policyholder was 
in effect only insured for one year at 
a time, but in this way paid a less 
rate per year than an insured who 
took out a one-year contract of insur- 
ance. At the same time the insur- 
ance company issued policies for a 
five-year term that had the same rate 
for five years as the five-year contract 
referred to above, but the premium 
for the full term was payable in ad- 
vance and the contract was effective 
for the full term. 

“The General Insurance Company 
of America was issuing similar pol- 
icies but somewhat differently 
worded. 


“Some time prior to April 16, 1935, 
there were ‘special deviation filings’ 
covering such long-term contracts. 

“On the date mentioned the Su- 
perintendent of Insurance made an 
order and finding that such filings 
‘result in a different annual rate for 
the same risk or similar risks in the 
same class,’ and that such deviation 
filings were contrary to the Bureau 
of Rating Law of Ohio (Section 
9592-1 et seq., General Code) and 
especially in violation of Section 
9592-9, General Code, which provides 
that any deviation ‘shall be uniform 
in its application to all of the risks 
in the class for which the variation is 
made’; and all such filings were de- 
clared null and void. 


“Notice of this order was given to 
each fire insurance company but pol- 
icies then written were allowed to 
remain in force until the next an- 
niversary date of their inception. 

“The court holds that the deviation 
is not uniform, as required by Sec- 
tion 9592-9, General Code, and the 
fixing or charging of such rates con- 
stitutes a discrimination, within the 
meaning of Section 9592-8, General 
Code. The order of the Superintend- 





ent of Insurance was therefore strict- 
ly according to law.” 


Plan to Redraft Personal 
Effects Form 


A COMMITTEE OF THE INLAND 
MARINE UNDERWRITERS ASSOCIATION 
has been working upon a redraft of 
the ‘Personal Effects Floater,” a 
form which has been very much in 
the public eye for some time. It seems 
likely that the new form will elimi- 
nate the coverage of physicians’ and 
surgeons’ instruments and it may ex- 
clude any property pertaining to the 
assured’s business, profession or oc- 
cupation, The question of what con- 
stitutes the assured’s domicile is also 
receiving serious consideration, since 
the policyholder may have several 
residences but only one of them can 
be his domicile. 


It is generally agreed that the pres- 
ent form, covering 25% of the 
amount of the insurance on jewelry, 
with a limit of $500.00 on any one 
article, is too liberal. It seems prob- 
able that the jewelry section of the 
policy will eventually be restricted to 
cover only items of small value which 
ordinarily would not be insured un- 
der a jewelry floater. 


Issue New Aviation Policy 


THE UNITED STATES AVIATION UN- 
DERWRITERS HAVE PREPARED A NEW 
form of hull aviation policy which 
will be issued after July Ist by any of 
the members of the United States 
Aircraft Insurance group. Standard 
provisions of the policy not subject 
to change are printed in pamphlet 
form and followed by the aircraft 
hull form, which includes all the 
special provisions pertaining to any 
risks, including descriptions of che 
airships and coverage and exclusions. 
Nine hull forms are illustrated, fur- 
nishing the following coverages: (a) 
fire; (b) fire and theft; (c) fire and 
windstorm; (d) fire, windstorm and 
theft; (e) fire, windstorm and land 
damage; (f) fire, windstorm, theft, 
and land damage; (g) fire, wind- 
storm, theft and flying perils; (h) 
fire, windstorm, land damage and fly- 
ing perils; and (i) fire, windstorm, 
land damage and flying perils. In all 
instances, fire coverage includes trans- 
portation as defined in the policies: 
windstorm includes tornado and cy- 
clones, and theft includes robbery and 
pilferage. 

















CASUALTY 
NEWS... 

















Fifteen Thousand Killed in 
Auto Accidents 


APPROXIMATELY FIFTEEN THOU- 
SAND TWO HUNDRED PERSONS HAVE 
been killed and more than three 
hundred thousand injured in street 
and highway accidents the first six 
months of this year, according to a 
recent report by the Travelers Insur- 
ance Company. 

Eight thousand of those killed were 
pedestrians. Nearly three thousand 
one hundred persons were killed in 
collisions between cars. Almost five 
hundred persons were killed in the 
collision of automobiles and trains. 
The percentage of deaths of pedes- 
trians and persons involved in colli- 
sions between cars, as well as in 
automobile train collisions, has been 
greater this year than the correspond- 
ing part of last year. 


Raise New York 


Compensation Rates 


AN APPLICATION OF INSURANCE 
COMPANIES FOR AUTHORITY TO IN- 
crease rates for workmen’s compen- 
sation insurance by an average of 16 
per cent was denied by Superinten- 
dent of Insurance Louis H. Pink. 

An average increase of 6.8 per cent 
was approved effective July 1, 1935. 
Nearly 60 per cent of this is due to 
amendments to the Workmen’s Com- 
pensation Law enacted in 1935 
whereby benefits to injured employees 
are increased and the payment of 
benefits is further protected by con- 
tributions to newly created Security 
Funds. This change will apply to all 
outstanding insurance policies. The 
remainder of the increase is due to 
adverse loss experience of the insur- 
ance companies. The latter change 
will apply. only to new and renewal 
policies. 

The 1935 law amendments increas- 
ing workmen’s compensation benefits 
consist of : 

1. A reduction from seven to five 
weeks in the period of disability neces- 
sary to qualify for payment of ben- 
efits for the first week of disability. 

2. An increase from $20.00 to 
$25.00 in the maximum benefits pay- 
able for temporary partial or perma- 
nent partial disability. 


JoURNAL OF AMERICAN INSURANCE 





Charles E. Hodges, Jr., Succeeds Father As 
President of American Mutual Liability Company 


HARLES E. HODGES, JR., 

executive vice president of 
American Mutual Liability Insurance 
Company of Boston, was elected 
president of the Company, succeed- 
ing his father, Charles E. Hodges, 
known as the dean of mutual insur- 
ance, the board of directors an- 
nounced following a meeting July 
17th in New York. The _ elder 
Hodges, associated with the company 
since its inception in 1887 and its 
president since 1917, was elected 
chairman of the board. 





CHARLES E. HODGES, JR. 


The new president, Mr. Hodges, 
Jr., entered the employ of American 
Mutual in 1920, and became vice 
president that year. His compre- 
hension of business problems, qual- 
ities of leadership and sound judg- 
ment later won him recognition as 
executive vice president. It is a sig- 
nificant fact that during the last fif- 
teen years the assets of American 
Mutual, which is the pioneer mutual 
casualty company in the country, 
have increased 70% to more than 
$19,000,000 and the surplus has 
doubled to nearly $4,000,000. 


Mr. Hodges, Jr., a member of the 
class of 1919 at Harvard, served in 
the air service in France during the 
war. His interests and activities in 
the world of workmen’s compensa- 
tion and automobile insurance, which 
recognizes him as one of its leaders, 
are many. He is president of the Na- 
tional Association of Mutual Casualty 
Companies and First Vice President 
of the National Association of Auto- 
motive Mutual Insurance Companies. 
He is a director of the National Rock- 
land Bank. He resides in Beverly 
Farms. 





CHARLES E. HODGES 


Mr. Hodges, Sr., enjoyed notable 
success and gained national recogni- 
tion as president of American Mu- 
tual. Under his guidance, Allied 
American Mutual Fire Insurance 
Company was ofganized in 1920 and 
American Policyholders’ Insurance 
Company was formed in 1928, as 
affiliates of American Mutual. Mr. 
Hodges, Sr., has served as president 
of these associated companies, while 
Mr. Hodges, Jr., has been their vice 
president since organization. 








3. All occupational disease cover- 
age brought under the law effective 
September 1, 1935. This last item, 
while not effective until September 
Ist, has been allowed in the current 
rate revision, since it will in a small 
measure compensate for the contribu- 
tions to the Security Funds _re- 
quired for periods prior to this re- 


vision, Between now and September 
1, 1935, specific filings will be made 
to apply to such extra-hazardous oc- 
cupational diseases as silicosis, which 
have not heretofore been embraced 
within the scope of the Workmen’s 
Compensation Law. The loss portion 
of workmen’s compensation pre- 
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miums for the calendar year 1934 was 
approximately $3,400,000 short of 
the sum needed to provide for losses 
incurred in that year. 

In connection with the rate re- 
vision Superintendent Pink made the 
following statement : 

“Compensation benefits have been 

increased liberally im recent years. 
\t the last Legislative Session addi- 
tional benefits were granted and the 
law was liberalized. This is all in the 
right direction and provides addition- 
al safeguards for the industrial 
worker but it necessarily entails an 
increased burden upon industry and 
upon the carriers of compensation 
‘insurance. The carriers are already 
losing money and industry is  bur- 
dened about as heavily as it should 
be. The increasing liberality of com- 
pensation benefits has led to material 
rate increases and the burden to in- 
dustry has been and remains a heavy 
one, 

“The increased burden must be ap- 
portioned between industry and in- 
surance carriers in the fairest man- 
ner possible and the division of this 
additional expense has been a delicate 
and difficult task. While an average 
increase of 16% has been requested 
the Department has approved an in- 
crease of only 6.8%. 

“In the decision on workmen's 
compensation rates I have found it 
necessary to ask the agents and 
brokers of New York State to accept 
a reduction in the rate of commission 
on workmen’s compensation insur- 


ance, Acquisition cost should be cut 
from 17%% to 15% but this will 


not mean a serious loss to brokers 
and agents in dollars and cents for the 
increased rates of this and last year 
produce approximately the same com- 
mission as heretofore. 

“IT am confident that this decision 
which has been made necessary by 
critical conditions will be accepted in 
a spirit of cooperation by all af- 
fected.” 

e® @ ® 


New York Attorney General 
New Opinion Gives 
Broker Wide Power 

An insurance broker of New York 
may place insurance on risks situated 
outside the state with a non-admitted 
carrier, according to an interpretation 
of Section 143 of the New York In- 
surance Law given to the department 
of insurance by Attorney-General 
John J. Bennett, Jr. The opinion 
reads : 

“You have submitted for my opin- 
ion the question whether the cer- 
tificate of authority of an insurance 
broker issued under section 143 of the 
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insurance law may be revoked under 
subdivision 10 of that section on the 
ground that the broker has negoti- 
ated a contract of insurance with aa 
insurance company not authorized to 
do business in this state, where the 
property insured is located without 
this state. 
Revoke Causes Specified 

“Subdivision 10 of section 143 pro- 
vides in effect that a broker’s certifi- 
cate of authority issued under that 
section may be suspended or revoked 
by the superintendent, if after due 
investigation and a hearing, he deter- 
mines that the holder of such cer- 
tificate has violated any provision of 
the insurance law, or has violated any 
law in the course of his dealings as a 
broker, has made a material misstate- 
ment in the application for such 
certificate, has been guilty of fraudu- 
lent or dishonest practices, or has 
demonstrated his incompetency or un- 
trustworthiness to transact the insur- 
ance brokerage business. 

“Subdivision 15 of that section pro- 
vides, however, that the section shall 
not apply to contracts of insurance 
on property located outside this state. 

No Ground to Revoke 

“Subdivision 10 is. the sole source 
of the superintendent’s power to re- 
voke a broker’s certificate of author- 
ity issued under that section and, as 
subdivision 15 expressly provides that 
the section shall not apply to con- 
tracts of insurance on property lo- 
cated without the state, it necessarily 
follows that no authority exists in the 
superintendent to revoke a certificate 
on the ground that the broker has 
placed insurance on property located 
outside the state with an unauthorized 
insurer.” 

e® @ @, 


Oppose Examination of 


Workmen in Dust Risks 


INDUSTRIAL COMMISSIONER ELMER 
F. ANDREWS OF NEW YORK HAS 
termed a proposal by insurance com- 
panies that workmen be subjected to 
compulsory physical examination if 
they have been exposed to silica and 
other dust hazards “an extremely un- 
desirable procedure.” This opinion 
was expressed in a letter to George 
Meany, president of the New York 
State Federation of Labor, which has 
now been made public. Commis- 
sioner Andrews expressed the opin- 
ion that compulsory examination of 
workmen for silicosis before next 
September would have the effect of 
making them claim conscious and ex- 
citing them about their physical con- 
dition. “If men are ruthlessly dis- 





charged,” he said, “they, of course, 
have recourse to civil action against 
their employer because of the phy- 
sical impairment which arose in the 
course of their past employment.” 
After discussing the undesirability of 
such litigation he said: “The proper 
approach to the reduction in cost of 
workmen’s compensation insurance to 
industry or the prevention of any in- 
crease in cost because of silicosis 
being under the workmen’s compen- 
sation law after September Ist, is, as 
you say, a real effort by industry to 
remove dust hazards. Your sugges- 
tion that this might be a cooperative 
movement of employers, employees 
and public authorities is excellent. 
You may be sure that this department 
will do everything possible to aid 
such a movement. As a matter of 
fact we are setting up a new unit in 
our division of industrial hygiene 
headed by a physician of fine reputa- 
tion and knowledge in pulmonary 
diseases to concentrate on the study 
and prevention of dust disease.” 

“In all probability there will be 
a silicosis bill introduced next Jan- 
uary in the legislature and if accept- 
able to workers and employers will 
probably be passed. If this material- 
izes silicosis will only remain with the 
all-inclusive occupational disease law 
from September Ist until early next 
year and I cannot conceive how in 
that time there can be any greater 
number of claims for silicosis upon 
which awards would be made by this 
Cepartment and affirmed by the In- 
dustrial Board. 

“In the meantime it is for all of us 
who are interested in the prevention 
of dust diseases for the benefit of 
beth industry and workers to do what 
we can to make prevention effective.” 


South Carolina Compensation 
Bill Becomes Law 


GOVERNOR OLIN D. JOHNSTON OF 
SOUTH CAROLINA HAS SIGNED THE 


workmen’s compensation bill which 
was passed at the last session. The 
members of the Commission  ap- 
pointed by Governor Johnston to 
carry out the provisions of the act 
are: John H. Dukes of Orangeburg, 
Chairman for a six year term; T. M. 
Camak, Greeneville, four year term; 
I. L.. Hyatt, Spartanburg, two years: 


John W. Dunean, Langley, four 
vears; and Coleman T. Martin, 


Charleston, two years. 
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The Stock Exchanges of the country are now regulated by the Securities and Exchange Commission. 


THE SECURITIES ACT IN OPERATION 


UFFICIENT time has now 

elapsed since the passage of 

the Securities Act for most ot 
the smoke to blow away. The act was 
passed in May, 1933. Shortly there- 
after, and continuing for .approx- 
imately a year, modern political war- 
fare was waged against it. 

The general staff, as might be ex- 
pected, consisted of leading invest- 
ment bankers ; the field marshals were 
New York’s best paid lawyers. Their 
method of attack in broad outline was 
as follows: First they examined the 
provisions of the act in minute detail 
ior weak spots where they might hide 
under the protecting hand of the 
courts, Failing in this they laid down 
a smoke screen of “the act is all right 
in principle but—.” Behind this 
camouflage both a flank and a frontal 
attack were undertaken. 

The flank attack was designed to 
attract attention away from the main 
issues. A thousand scare heads were 
thrown up about which endless de- 
bate could continue. It was asserted 
that the Government could become, to 
a greater extent than the directors 
and officers of corporations, the real 
managers of such companies; the se- 
cret processes and formulae of cor- 
porations might be divulged for the 
benefit of domestic and foreign com- 
petitors; nothing in the act requires 
the enforcing authority to set up rules 
and regulations which are reasonable 
and all such rules have the force of 


By G. WRIGHT HOFFMAN 


PROFESSOR OF INSURANCE IN THE 
UNIVERSITY OF PENNSYLVANIA 


law. lor false or misleading state- 
ments sufficiently important to influ- 
ence the average investor, any per- 
son, including underwriters, officers, 
directors, stockholders, brokers, em- 
ployees, may be held liable; unpar- 
alleled penalties are provided. Many 
experienced and competent men will 
withdraw from responsible partic- 
ipation in the management of cor- 
porations: stockholders will face 
many difficulties in finding qualified 
directors and managers willing to ac- 
cept the risks involved in operating 
under such legislation. And so on. 
Mixed in with this rapid-fire barrage 
was an occasional peace offering sug- 
gesting that a few minor amendments 
to the act could correct these many 
glaring weaknesses. 

The frontal attack was direct and 
powerful. Here the big guns boomed 
that recovery cannot be unless the 
durable goods industries are revived; 
for this purpose new capital is neces- 
sary ; new capital will never be forth- 
coming until a few minor amend- 
ments are made to correct the many 
glaring weaknesses. 

ee ®@ 
Securities Act Amended 

In June 1934, just a year and 

eleven days after the passage of the 


original act, some twenty amend- 
ments to it became law. These 


amendments on the whole attempt two 
things, namely, to clarify the mean- 
ing of certain provisions in the orig 
inal act which were rather vaguely 
worded and to temper the civil pen- 
alties of sellers. The broad objective 
of the Securities Act is the same as 
that of the Securities Exchange Act, 
—to assure to investors full and ac- 
curate information regarding secur- 
ities offered to them for purchase. 
The Securities Act regulates the orig- 
inal public offering of securities 
while the Securities Exchange Act 
controls resale trading. 

To assure to investors full and ac- 
curate information on all new issues 
the Securities Act provides that be 
fore any public offering of an issue 
can be made requiring “use of any 
means or instruments of transporta- 
tion or communication in interstate 
commerce or of the mails” a regis- 
tration statement must be filed with 
the Securities and Exchange Com- 
mission. Investors are given the 
right to rely upon this registration 
statement. If at a later date it is 
found that it includes “any untrue 
statement of a material fact or omits 
to state any material fact required to 
he stated therein or necessary to 
inake the statements therein not mis- 
leading” the investor may either sue 
for recovery or for damages. 


eee 
Civil Liabilities 
It was with respect to this right of 
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suit that most of the real objection 
to the original act arose. Investors 
were given the right to sue the is- 
suing corporation, its officers, direc- 
tors, underwriters and any or all so- 
called experts, — accountants, engi- 
neers, appraisers, legal advisors and 
the like who certify to the accuracy 
of the statement. If brought into 
court the burden of proof rested 
with these parties as defendants. 
(Officers, directors and underwriters 
were the principal objectors on the 
ground that errors or omissions of 
material facts might occur entirely 
unknown to them for which they 
could nevertheless be held respon- 
sible. 

As amended the act now provides 
that these interests may defend by 
stating that they relied upon the 
statements of experts, provided they 
can prove that they had no reason- 
able grounds to believe that such 
statements were untrue. “Reason- 
able grounds” are defined as those re- 
quired of “a prudent man in the man- 
agement of his own property.” Proof 
of this sort ought not to be difficult to 
establish. Experts willing to prepare 
registration statements can be readily 
employed with the result that as now 
drawn primary responsibility rests 
with the issuing corporation and the 
experts. 

The experts’ liability is, however, 
likely to be more nominal than real. 
Auditors, accountants, engineers and 
legal firms are not important sources 
from which to collect damages even 
though judgments may be secured. 
Of greater weight is the fact that the 
issuers and underwriters by whom 
they are employed will indemnify 
such interests against loss growing 
out of the preparation of the regis- 
tration statement or the prospectus. 
Thus the prospectus of a recent issue 
of the Commonwealth Edison Com- 
pany states that “the Company agrees 
to indemnify the Underwriters 
against loss or liability arising out of 
misstatements or omissions in the 
Prospectus or the Registration State- 
ment” and “by separate agreement 
the Company has agreed to indem- 
nify its directors, officers and em- 
ployees against loss or liability aris- 
ing out of the preparation, filing or 
use of the Prospectus or Registration 
Statement.” Similar agreements 
have been entered into by other is- 
suers which means that as the law 
now operates the issuer must bear 
the brunt of all losses growing out of 
material misstatements or omissions. 

This responsibility of the issuer is 
a very substantial one. An investor 
can sue upon discovery of an error if 
such discovery is made within three 
vears following the effective date of 
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the registration statement. He need 
not prove that he relied directly upon 
the registration statement since the 
law assumes that whether he knew it 
or not his judgment was influenced 
by the information set forth in the 
statement. The issuer can defend 
only by proving to the court that the 
alleged misstatement or omission was 
not in fact such or not material or 
misleading. 
eee 


The Registration Statement 

A review of the essential features 
of the registration statement will dis- 
close the serious responsibility of the 
issuer under the act. The Commis- 
sion has set forth in a series of forms 
and accompanying instructions the 
substantial information it expects 
every registrant to file. Form A-2 
is prescribed for seasoned industrial 
companies and is therefore the prin- 
cipal form used. In it are set forth 
a lengthy series of questions which 
the registrant must answer in such 
manner as it sees fit with due regard 
to the liabilities involved. Some of 
the questions are financial in char- 
acter and others are non-financial. 
Accompanying this formal report are 
a series of supporting financial state- 
ments and exhibits. 

It is not possible here to review in 
detail this array of information 
though a close study of one or more 
registration statements will repay 
anyone immediately interested in cor- 
porate problems.* Naturally there 
is included questions regarding the 
nature of the issue, location and bus- 
iness of the company, capital struc- 
ture and many other more or less 
routine items. In addition balance 
sheet and income statements for the 
past three years are required. Here 
important pointed questions are asked 
for the purpose of building up a 
fairly full picture of the company’s 
present condition. Fixed assets are 
divided into tangible plant and equip- 
ment and intangibles. Regarding the 
former, the basis of valuation must be 
disclosed whether ledger value, book 
value, present realizable value, re- 
placement cost, original cost or any 
other basis. With respect to this 
item the company is at liberty to use 
any basis of valuation it chooses pro- 
vided the facts are clearly set forth 
and are not misleading. 

It is with reference to the matter 
of being misleading that care must be 
exercised in the valuation of the 
property account as in other im- 


*All registration statements are open for inspec- 
tion at the office of the Securities and Exchange 
Commission in Washington. Photostatic copies may 
be obtained from the Commission at 15 cents per 
page. For a copy of a registration statement (Swift 
and Company) as filed, consult Commerce Clearing 
House service. 





portant items. If, for example, re- 
placement value is used and later the 
property is destroyed by fire and the 
insurance company proves a replace- 
ment value of only half the net 
amount declared by the company, an 
investor might very well claim that 
the facts set forth were misleading. 
Similarly valuations of plants pro- 
viding excess productive capacity or 
those having obsolete equipment, or 
poorly situated through changes in 
the channels of shipment or trade 
may require special notations setting 
forth these facts in order not to be 
misleading. 


Similarly with respect to the in- 
vestment account the basis upon 
which securities are being carried 
must be disclosed including as a rule 
current market value in order to safe- 
guard against being misleading. So 
also with respect to current assets, 
care must be exercised in their 
evaluation. In addition to weak ac- 
counts, inventories may be worthless 
due to excessive stocks or changing 
demand. 

Particular attention is paid to the 
profit and loss statement. It is to 
this account that the average investor 
turns to find an index of future earn- 
ing power as a guide to the long- 
run value of his investment. But at 
best this statement is an outgrowth 
of a series of estimates such as re- 
serves for bad debts, deductions for 
depreciation and obsolescence and 
maintenance requirements. Having 
made allowance and separate dis- 
closure of these items and assuming 
their approximate accuracy further 
care must be exercised in recording 
earnings and expense experience. 
Here the Commission insists on a full 
disclosure of gross sales or operating 
revenues from which discounts, re- 
turns and allowances are to be shown 
as separate deductions. Incomes from 
non-recurring sources must be sep- 
arately shown as well as dividends 
from other and subsidiary companies. 
Likewise expenses in the form of 
taxes, management and service con- 
tract fees, rents and royalties are re- 
quired to be set forth as separate 
items. 

The most immediate inference to 
be drawn from these requirements is 
that issuers desiring to avoid future 
civil liability must show in detail in- 
formation formerly lumped together 
as summary items and these break- 
down items must be reasonably ac- 
curate in order not to be misleading. 
Of greater consequence, however, is 
that these requirements should en- 
courage issuers to improve their 
methods of accounting to their in- 


(Continued on Page 25) 
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THE PROGRESS OF INSURANCE 


UR meeting here today is 
O marked as being a time when 

we may definitely point with 
pride to the splendid achievements 
obtained by the general insurance 
business in the face of a period of 
financial adversity unequaled in the 


history of this country. Not only 
has the insurance executive dis- 
placed his feeling of apprehension for 
the future, but the people themselves 
have abandoned their fears of pos- 
sible inadequate security of their 
policies and both are looking forward 
with restored confidence and hopes 
of a future filled with bright possi- 
bilities. Many life insurance com- 
panies report an exceptionally good 
year for 1934 with a tremendous in- 
crease in new business, with a 
marked decrease in mortality, and in 
some cases policyholders are even re- 
paying policy loans. Our fire losses 
for the past two years have been the 
lowest in the history of our country, 
and the casualty business, which has 
probably suffered more than any 
other class, is gradually changing 
over to the profitable side of the 
ledger. With this splendid record of 
achievements we may now relax and 
look back upon the record of the past 
five years and take stock of the les- 
sons we should have learned from 
this experience. 


When we consider the tremendous 
losses sustained by other types of 
financial institutions we cannot help 
but feel a sense of pride in the 
splendid record of our own business. 
It is true we have had a few failures 
but they have been widely scattered 
and considering the enormous invest- 
ments involved, the percentage of 
losses to policyholders sustained 


THE PRESIDENTIAL ADDRESS OF DAN C. BONEY, IN- 
SURANCE COMMISSIONER OF NORTH CAROLINA, 
BEFORE THE NATIONAL CONVENTION OF 
INSURANCE COMMISSIONERS 


through such failures has been neg- 
ligible. Only one large fire insurance 
company became seriously involved 
during this period; it has been reha- 
bilitated and in the process of reor- 
ganization has paid policyholders in 
full. Several life insurance com- 
panies similarly involved will provoke 
no loss to the beneficiaries as the life 
policies have been reinsured in a 
manner that will enable the company 
to pay death claims as they accrue. 
A few casualty companies have either 
liquidated or reorganized but the loss 
when measured by the enormous bus- 
iness in force was likewise negligible. 
In my opinion, the depression itself 
was merely the instrument which 
brought to a head the majority of 
distressing circumstances in the in- 
surance business; I feel that most of 
these were brought about more by 
giving too little attention to readjust- 
ing inflated values accumulated dur- 
ing the period just preceding the 
depression, than by any real defla- 
tion of sound values. These false 
values were established during an un- 
precedented period of expansion; 
they form part of the desire for un- 
healthy growth, greed for premium 
volume, with too little attention to 
whether such business was profitable 
or not. — a 

OME companies got into dif- 

ficulties that may be explained 
as honest mistakes of judgment; 
others became enmeshed by reason of 
a purely selfish motive on the part of 
ill conceived company management 


and in a few instances through noth- 
ing more than dishonesty. This ex- 
planation of these few failures, while 
not compensating their unfortunate 
policyholders, should prove of vast 
educational benefit not only to the In- 
surance Commissioners but to the in- 
surance business as a whole. I feel 
that all of us have learned a valuable 
lesson and will profit by the expe- 
rience and make it a guide against 
repetition of error. 

The first six months of this year 
have been of particular interest to 
every business, including insurance, 
because of the epidemic of legislative 
activities, some 42 state legislatures 
and the National Congress having 
met in regular or special session. As 
may have been anticipated these ses- 
sions brought forth considerable agi- 
tatiot for new legislation affecting 
the insurance business and especially 
a demand for additional taxes. 

Most of these legislatures have 
now adjourned and with a few ex- 
ceptions proposed legislation that was 
not conducive to the best interest of 
the insurance business has been de- 
feated. Demands for additional 
taxes on premiums always loom be- 
cause it is an indirect tax and there- 
fore easily levied. Too few people 
realize that such taxes are in reality 
a levy on the policyholder, which is 
a tax upon thrift and not, as some 
would think simply a tax upon cor- 
porate wealth, 


C' INSIDERING the enormous 
amount of new legislation in- 
troduced in the various states, insur- 


ance was particularly successful in 
the new statutes that were finally 








14 


enacted into law, a good many of 
which are extremely desirable and 
will prove beneficial. In a few in- 
stances, however, there have been 
enacted into law statutes that I feel 
will prove a detriment to the bus- 
iness. Particularly is this true of the 
compensation guarantee fund bill en- 
acted into law in some five states, in- 
cluding my own state of North Car- 
olina, whereby the compensation in- 
surance carriers are required to put 
up a special fund that will ultimately 
total 5% of their gross compensation 
premiums in the state, as a special 
guarantee fund to guarantee the pay- 
ment of compensation claims in these 
states by reason of the possible fail- 
ure of any compensation carrier. I 
cannot help but feel that the enact- 
ment of this law creates a precedent 
that will eventually spread into other 
fields of insurance to the extreme 
detriment of the business as a whole. 
In effect, it merely establishes a 
mechanic’s lien against the general 
assets of a company for the prefer- 
ential treatment of a certain class of 
claims and I think it inevitable that 
other classes of policyholders will 
soon demand the same preferential 
treatment as accorded this particular 
class. 

When it first came to my attention 
that the casualty companies, in order 
to defeat other legislation objection- 
able to them in the State of New 
York, had agreed to this form of 
preferential treatment of compensa- 
tion claims, I felt it my duty to call 
this matter to the attention of the 
members of this Convention and did 
call your attention specifically to the 
effect this precedent might have on 
other classes of business and pointed 
out the fact that in effect this agree- 
ment extended further preferential 
treatment to compensation claimants 
in New York, to the detriment and 
against the best interests of similar 
claimants in other states who were in- 
sured by companies writing compen- 
sation business in New York State. 


\s might reasonably be expected, 
several states immediately began to 
invoke retaliatory measures” which 
took the form of special statutes in as 
many as four states, including my 
own. I do not know the views of 
the Commissioners of the other three 
states who enacted similar laws, but 
I do know that my sole purpose in 
sponsoring such legislation in my own 
state was an effort to bring to the 
attention of the companies agreeing 
to the New York plan, the ultimate 
ill effect that such preferential agree- 
ment would have if enacted into law, 
and that they may expect all other 
states to adopt similar and more dras- 
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tic measures in order to prevent a 
preferential treatment of the injured 
employees in any given state. 

ee @ 


pkg a warning and protest 
from several of the state de- 
partments, this statute was enacted 
into law in New York and also in 
the four other states. It has been 
argued that the one per cent per an- 
num of the gross premium receipts 
on compensation premiums would be 
specifically loaded into the compen- 
sation rates of those states adopting 
this form of legislation and that the 
fund would not be derived from the 
general assets of the companies, and 
therefore, no other state could object 
to the establishment of the fund in a 
particular state because the employ- 
ers in that particular state really con- 
tributed the fund. The fallacy of this 
argument is in the fact that the com- 
panies themselves claim that com- 
pensation premium rates are and 
have been for a number of years 1n- 
adequate in a number of states, and 
if this be true in any particular state 
adopting this law, despite the fact 
the rating authorities may load a 
specific charge into the rate for the 
establishment of this fund, the com- 
pensation premiums derived from 
that state would still be grossly in- 
adequate to pay the compensation 
losses, and therefore in reality the 
establishment of this special fund 
would still be derived from the gen- 
eral assets of the company and tend 
to weaken its ability to meet its just 
obligations in other states and in all 
states for other classes of business. 

I cannot refrain from expressing 
my surprise that the casualty insur- 
ance companies themselves would 
lend their agreement and assistance 
to the establishment of a precedent 
that is bound to prove extremely det- 
rimental to the casualty business, for 
if compensation claims are to be pro- 
tected by a mechanic’s lien against 
the assets of the company, we are 
forced to the conclusion that the time 
is not far distant when policyholders 
sustaining losses under automobile 
liability and other classes of business, 
will demand a similar protection and 
no one can say where this practice 
will end. 

Now, let’s look at the matter from 
the standpoint of the employer who 
is the assured. The carriers contend 
that the rates should be loaded to take 
care of this 5% guarantee fund 
which means the employers them- 
selves would contribute this fund. In 
the first place, he is supposedly pay- 
ing an adequate premium to take care 
of losses occurring through the in- 
jury to his employees and to pay the 





overhead company expense and main- 
taining the solvency of his carrier. 
Then he is asked to-make an addi- 
tional contribution of 1% per annum 
of his premium not only to protect 
himself from the insolvency of his 
carrier but also to protect his neigh- 
bor from the insolvency of his neigh- 
bor’s carrier. I am afraid that these 
laws in effect will only encourage em- 
ployers towards self-insurance and 
also lend further encouragement to 
the enactment of state funds. 

While my own state has adopted 
a similar law it was done for the 
specific purpose of guaranteeing the 
policyholders in North Carolina of 
the same class, similar protection as 
that provided for those in New York 
State by the same company I have no 
hesitancy in saying that my_ state 
would be willing to repeal its law if 
the necessity for such protection is 
eliminated by the repeal of other sim- 
ilar laws. This Convention should 
work towards the repeal of these laws 
rather than to invoke retaliatory 
measures, and thereby perpetuate an 
extremely dangerous precedent. 


In offering this objection to a dan- 
gerous precedent I think it only fair 
to add that some of us are inclined to 
unduly criticise the casualty business. 
Before doing so we should take into 
consideration the fact that when com- 
pared to other lines of insurance the 
casualty business is yet in its in- 
fancy. Twenty-five years ago work- 
men’s compensation and automobile 
liability insurance was practically un- 
heard of, yet in that short period of 
time it has grown to where it now de- 
velops more than half of the entire 
casualty premium. Considering the 
fact therefore, that the casualty bus- 
iness is still in its experimental stage 
we cannot expect it to function as 
smoothly as the other lines of the 
business that has had hundreds of 
years experience which furnish a 
proper yardstick for measuring the 
hazard and which furnish ample ex- 
perience to charter its course. We 
should also realize that the casualty 
business deals entirely with legal 
human equations while the well or- 
ganized fire business deals in inan- 
imate property values and the life 
business mortality tables of closely 
guarded human life; one will not 
snuff out a life or a house for profit, 
yet the casualty and surety business 
bears the brunt of human passion and 
legal liabilities imposed by the courts. 
Under these circumstances neither the 
supervisory officials nor even the 
companies themselves can expect to 
obtain results that are evident in 
other lines of the insurance business. 


(Continued on Page 20) 
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The floating supply of labor is almost always greater than the demand for workers. 


UNEMPLOYMENT COMPENSATION 


N one way or another the vic- 
tims of unemployment are cared 
for. The age-old way, the way 

that worked fairly well before indus- 

trialism, was to give them charity, 
public or private poor relief. It is 
this way that, except for a few minor 
voluntary experiments, served ex- 
clusively nearly to our own day. 
Americans have little time for his- 
tory but it is interesting and signif- 
icant that we are duplicating the 
experience of the world in dealing 
with unemployment. In the beginning 
there was a nearly complete ignor- 
ance of a special problem of unem- 
ployment dependency: then — vol- 
untary provision on the slenderest 
scale principally by workers them- 
selves and naturally those already 
most fortunately placed in the labor 
hierarchy: at last increasing public 
interest arising from the failure of 
voluntary methods and culminating 
in unemployment insurance laws. 
The period elasping between the first 
and final stage of this world expe- 
rience varies from country to coun- 
trv. The fact that country 
comes to the final stage is evidence 
that the world has changed in the 
last 50 years and that there is univer- 
sal agreement that the methods of 
treating the resulting problems must 


every 


change too. Poor relief must always 


he one of the ways of caring fer un 
particularly in 
Modern opinion is that 


employment, 


emergencies. 


grave 
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it should be not the first and only 
trench of defense but the last. 


Failure of Voluntary 

Unemployment Compensation 

A little background. The earliest 
known attempt at paying unemploy- 
ment benefits (as distinguished from 
labor union benefits for strikes and 
other reasons) goes back over 100 
years; to 1824 when the English 
Journeymen Steam Engine Makers 
Society made its first payments. The 
experience with these voluntary 
schemes, which developed steadily 
through the nineteenth century, was 
to prove extremely valuable when the 
british set up their nationwide com- 
pulsory system. The first public 
scheme, a voluntary one, was started 
in Berne in 1893; the first compul- 
sory scheme in the same country, in 
St. Gall, a year later. But unemploy- 
ment insurance was a parochial, ten- 
tative and uncertain idea until the in- 
itiation of the British compulsory 
scheme in 1911. The germ of the 
British idea goes back all the way to 
1886, when the famous Liberal 
Joseph Chamberlain recommended 
that “where the necessity has arisen 
from no fault of the persons con- 
cerned there ought to be no idea of 
degradation concerned with assist- 


ance.” So we Americans need not 
condemn ourselves too harshly for 
our record in handling unemploy- 
ment. Making due allowance on the 
one hand for our advantage in com- 
ing last and on the other for our long 
exemption from the ills of older more 
crowded countries it seems that we 
are coming to unemployment. insur- 
ance pretty much = according — to 
schedule. In national as in private 
affairs the experience of the neigh- 
bors doesn’t seem to help a great deal 
in solving our own troubles. We have 
had to find out for ourselves. 


pang: late to this problem, 
A as we did to those of industrial 
accident, old age and health, it is 
natural that we have comparatively 
little to contribute. Our experience 
is a gradual and convincing demon- 
stration that for a nationwide and 
worldwide problem the local and vol- 
untary approach is not enough. Our 
trade union plans go back to 1860 
(until 1914 all our union plans were 
branches of internationals, European 
imports) yet even in the piping days 
of 1928 only 35,000 wage-earners 
were covered. Another 63,000 were 
protected under plans run jointly by 
workers and their employers. Like 
the members of trade union plans 
these workers were the elite of labor, 
able because of their special skills or 
other strategic advantage to demand 
unemployment compensation as a part 
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of their wage agreements. A third 
group of perhaps 10,000 were under 
schemes maintained exclusively by 
their employers. It is impossible to 
measure accurately the effect of de- 
pression on this lucky hundred thou- 
sand. Asa class the unions have had 
to restrict payments sharply or end 
them entirely, and the mortality rate 
of joint schemes has been much 
higher. Considerable numbers it is 
true, have been added during the de- 
pression to the membership of com- 
pany unemployment funds, but their 
essential insecurity is shown by the 
fact that of 13 funds started before 
1930, 7 had discontinued payments 
entirely by 1932 and the others all 
had made important changes in plan. 
The net result of depression for all 
schemes together is that the total 
number of workers covered is about 
the same as in 1928 but it is largely 
not the same hundred thousand, The 
reason the number is not actually less 
is because of recent additions, par- 
ticularly of company plans, in many 
ways the least stable and dependable 
of all voluntary provisions. 


It would be impossible here to dis- 
cuss with considerable detail the pros 
and cons of each of these methods. 
Each has its strong points but it is 
quite evident that they fail as a group 
principally because they cover too 
few workers and these few can’t de- 
pend on them. To the extent that we 
can admit them effectively as a part 
of our unemployment compensation 
system or make use of their expe- 
rience they can be valuable allies but 
they can never take over the main 
attack. It was in recognition of this 
that even before the drive of Mr. 
Roosevelt for his social security bill 
one state, Wisconsin, had already 
placed on its statute books a kind of 
unemployment compensation — law. 
Since then 5 other states have been 
added to the list, several of them not 
contingent on passage of federal leg- 
islation. It is the principal purpose of 
the President’s bill to hasten passage 
of state compulsory plans. 


Federal-State Unemployment 
Compensation Program 


The Roosevelt program is essen- 
tially one of state unemployment 
compensation under federal control. 
It has 3 objectives. It hopes to secure 
a considerable degree of uniformity 
between the states and at the same 
time allow a considerable degree of 
state autonomy, and it intends the 
first formal nationwide attack on the 
unemployment risk, To a degree the 
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first two of these are mutually ex- 
clusive. What you gain of the one 
you necessarily lose of the other. 
The result is that the program is 
definitely a political, economic and 
administrative compromise. This is 
not to say it is necessarily a bad com- 
promise, any more than any law 
which must allay the jealousy of the 
states and at the same time work 
toward a more perfect union. But 
the program should be judged not 
only by its success in reaching its 
main objective: payment of unem- 
ployment compensation, but also by 
the inherent limitations it must over- 
come or pass around, 


State Laws Will Be Partially 
Uniform 


The most important single kind of 
uniformity the program seeks is that 
workers in every state shall have 
the protection of some kind ef un- 
employment compensation law. The 
strongest argument adduced in any 
state against social insurance is that 
it will add one more cost to the dif- 
ferential that local business men must 
meet in competition with business 
men in other states. It is quite true 
that liberal states like New York and 
Wisconsin have for years penalized 
themselves, at least in direct costs, 
by their advanced position on social 
legislation. These differentials are 
not nearly as formidable as they are 
made to appear before legislative 
committees but irrespective of their 
merit they make excellent defensive 
ammunition. It is just as much the 
purpose of the Roosevelt program 
to secure quick passage of state laws 
as to provide the means for financing 
them. All but 10 per cent of a fed- 
eral 3 per cent excise tax on em- 
ployers is not meant to be collected 
by the federal government. This fed- 
eral tax, beginning at 1 per cent and 
reaching in 2 years 3 per cent of 
payroll is to be levied on every em- 
ployer as defined, unless the em- 
ployer’s state has a satisfactory un- 
employment compensation law. It 
is up to each state to pass a law as 
soon as possible if it wishes to avoid 
tax payments into the general fund 
of the United States Treasury. In 
fact this promotional purpose of the 
excise tax has already been partly 
achieved; 5 states besides Wiscon- 
sin have anticipated passage of fed- 
eral law. It is quite possible at the 
same time that the majority of the 
states will hold back awaiting deci- 
sion by the Supreme Court on the in- 
evitable question of constitutionality. 
As we shall see presently this is not 


the only possible way of securing 
general and immediate action by the 
states. If it succeeds it is rather 
an ingenious one. 


UT there are other kinds of uni- 

formity besides that of imme- 
diate concerted action. We might 
get 48 state laws and all at once and 
yet produce inequality for both work- 
ers and employers between the states 
almost as marked as before their pas- 
sage. It is a truism that the unem- 
ployment risk is so pervasive that 
it transcends state and even national 
boundaries. There is a great deal to 
be said for taking care of its victims 
irrespective of political lines. We 
look at our crazywork of workmen’s 
compensation for industrial accidents 
and discover that after 25 years we 
not only have 3 states without any 
law at all but that the benefits of the 
poorest state are just one-half as 
liberal as those of the most liberal 
state. But there is far from unan- 
imity of opinion on the desirability or 
even the possibility of a standard un- 
employment compensation law for all 
the states. The industrial north 
wants uniformity, the industrial south 
resists because uniformity will re- 
duce its competitive advantage and 
will give the negro a relative advan- 
tage over the white worker. Rural 
communities with lower wages ob- 
ject to the same standards as indus- 
trial city communities. Complete 
uniformity moreover implies a strong 
guiding hand from Washington, loss 
of local control and is politically and 
socially distasteful, particularly in the 
south. Finally there is a consider- 
able opinion that the United States, 
which is not a single economic area 
but a group of 5 or 6 areas each 
with sharply different problems and 
even peoples, needs not a single un- 
employment plan but a series of 
them. Unemployment compensation 
plans, runs this argument, are exper- 
imental and the sound way to exper- 
iment is to restrict yourself to a rel- 
atively small job, restricting the scope 
of your failures as well as of your 
successes. This is reasonable coun- 
sel unless it goes so far as to reject 
all restrictions and all minimum re- 
quirements. Wise European  ob- 
servers tell us it is the nature of un- 
employment insurance never to be 
finished. It will as far as we can 
see always be experimental and in 
the meantime it would be silly to 
repeat our workmen’s compensation 
record because we are waiting for 
things to settle down. I am one of 


those who view with alarm initiation 
at one time of any broadscale unem- 
ployment scheme because of the great 
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dearth in this country of trained ad- 
ministrative personnel. More of this 
presently. At the same time by all 
odds the chances—whatever they are 
—of the creation and retention of 
such personnel are infinitely better 
under federal than state auspices. 





HE Roosevelt federal-state pro- 

gram seeks uniformity among 
state laws principally in coverage 
(who shall receive benefits?) and (a 
rather feeble attempt) in standards 
of administration. First as to cover- 
age. All employers as defined are 
required to pay the federal excise tax 
‘fon the privilege of having individ- 
uals in his employ.” (Growls from 
the right.) Not all employers are in- 
cluded ; smaller establishments are ex- 
cluded by restricting taxable em- 
ployers to those hiring 4 or more 
workers for at least 13 weeks a year. 
(Senate bill) The reason for this 
restriction is the same as in many 
workmen’s compensation laws: partly 
administrative, partly political. Since 
employers of agricultural labor and 
home domestics are also specifically 
excluded there would seem to be 
much less reason here for the nu- 
merical exception. The effect is to 
exclude from protection great num- 
bers of workers who are exposed to 
precisely the same unemployment 
risk as those in larger establishments. 
The higher the exclusion the greater 
the temptation of employers just 
above the line to discharge just be- 
fore the law goes into effect. In ad- 
dition to farm and domestic workers, 
officers and crews of vessels in nav- 
igable waters, minors working at 
home, public servants and employees 
of non-profit organizations are also 
excluded. Not over 25,000,000 
workers are covered in the eligible 
group. 

ee @ @ 


HE bill does not say so but there 
is an assumption that since the 
state law excludes these employments 
from taxation it will likewise pay 
them no unemployment benefits. The 
omission to tie tax and benefit to- 
gether is undoubtedly intentional ; at 
least it is matched by an analogous 
provision which has raised consider- 
able protest: the taxing of all wage 
payroll (“wages” not defined nor dis- 
tinguished from salaries) irrespec- 
tive of amount. Since benefits are 
limited to maximum sums per week 
the effect naturally is to have the 
employers of higher paid employees 
subsidize those who employ at lower 
wage levels. 
But the possibilities of the excise 
tax go beyond getting quick and 
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widespread results among the states. 
‘or an employer to get any credit 
against the tax his state law must 
come up to certain requirements 
named in the federal act. Some of 
these requirements are intended to 
impose a degree of administrative 
uniformity on the states, others are 
aimed at making coverage uniform, 
still others are mixed. Two years 
for example must elapse after first 
tax payments before benefits will be 
paid; all of the state unemployment 
fund must be used for benefits, none 
for administration costs; no worker 
otherwise eligible may be denied 
benefits because his unemployment 
is connected directly with a labor 
dispute. All these as far as they go 
guarantee standard coverage. An 
administrative safeguard requires 
that all benefits be paid through state 
public employment offices. At one 
stage of negotiations this last in- 
cluded also the requirement that the 
public employment office would have 
to maintain civil service selection and 


tenure of personnel, Its omission in 
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the final program is disquieting, par- 
ticularly since this would seem to be 
one golden opportunity to extend the 
principle of a trained public service. 
Finally all monies paid into a state 
unemployment fund must promptly 
be turned over to the federal Secre- 
tary of the Treasury, earmarked for 
its state. This has administrative 
implications but it is more important 
for other reasons, to be discussed 
later. Only if all these conditions are 
met is the employer permitted to 
credit against the tax his contribu- 
tions to the state law up to 90 per 
cent of the tax. If his state has a 
law requiring from him 3 per cent of 
payroll this amounts to allowing him 
9/10 credit on his contribution; if 
2 per cent he receives only 2/3 
credit; if 4 per cent 9/10 credit. 
There is thus a direct incentive to pass 
at least a 3 per cent law, because 
under a 2 per cent bill for example, 
only $200 of every $300 of tax will 
be credited, and the remaining $100 
will go to the federal government. 
At the same time there is no special 

















The real problem is how to get men like these back into self sustaining employment. 
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inducement to pass a 4 per cent state 
law, as the extra 1 per cent will all 
vo to the state fund. 


VURIELY this is not going very far 
S toward uniformity. Defenders 
of this arrangement agree but add 
that they expect the strongest force 
toward uniformity to come from the 
powers of the Social Security Board. 
It will be the task of the group of 
3 appointed by the President to keep 
the states to the mark administrative- 
lv. There is still available that part 
of the taxes not credited 
against the employer’s account, In 
no event and no matter how good 
the state law will the federal gov- 
ernment credit contributions 100° per 
cent against emplover’s tax liability. 
The remaining amount, expected to 
be 10 per cent, is a stick in the hands 
of the Security Board for 
stroking or rapping recalcitrants into 
line. Monies resulting from this re- 
tention will not be returned to each 
state in the porportion it has con- 
tributed. Grants-in-aid for admin- 
istration of state laws will be made 
“in amounts determined by the Board 
to be necessary for the proper ad- 
iinistration of the state law.” To 
secure any administrative grant at 
all the state law must not only qualify 
as described but in addition 
make provision for adequate admin- 
istration (“other than those relating 
to personnel”), for fair hearing of 
all appeals, for reports to the Board, 
and cooperation with federal agencies 
in making available records of the 
unemployed, 

\ great deal thus depends on the 
discretionary powers of the Social 
Security Board. Depending on one’s 
point of view it is quite enough or 
ridiculously deficient. On balance 
it would seem that the protagonists of 


excise 


Social 


above 


the excise-tax-refund idea expect 
more in coordination than they will 
get. The powers of the Board are 


not extensive, the bonus for good be- 
havior is not large. Not a require- 
ment is made on benefits, benefit- 
eligibility or waiting time, and as far 
as the act reads the system could be 
contributory (by workers) without 


limit. The greatest advantage of the 
idea is that it is automatic and 


secures uniformity in costs between 
states. 
ee °8@ 


States are Partially 
Autonomous 
The possibilities of uniformity out- 
lined, we have a pretty fair idea of 
the area ofstate autonomy. Nothing as 
we have seen is said about eligibility, 
about waiting time, benefits’in min- 
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imum and maximum dollars, percent- 
age of wages and number of weeks 
per year, and nothing about the ratio 
between contributions and_ benefits 
per member: nothing about that most 
important administrative criterion— 
who will run the system; nothing 
about contributions by workers. As 
| read the provisions it would be pos- 
sible for State A to have a 3 per cent 
fund entirely supported by the 
workers and State B to have a sim- 
ilar fund entirely supported by em- 
ployers. Even if we agree that 
workers should contribute something 
this is not the way to have their share 
fixed. The Social Security Board is 
granted no power to disapprove on 
this lor my part I should 
like here to follow our non-contribu- 
tory practice in workmen’s compensa- 
tion although there are countervailing 
arguments. The bulk of the risk 
of unemployment will remain and 
must remain on the man out of work, 
and the most liberal benefit scheme 
goes only a part of the way to help. 
This is not necessarily to argue that 
all of the financial load must rest on 
the employer, although he is the only 
party in interest who can channel the 
cost of the system back to the con- 
sumer who is ultimately responsible. 
There is a possibility of government 
contribution but the load on govern- 
ment is already heavy and govern- 
ment must always be ready to take 
over unemployment’s victims when 
insurance funds and private resources 
are exhausted. Great numbers of un- 
employment fund members cannot af- 
ford contributions. Indeed the lead- 
ing argument for worker-contribu- 
tions is that workers will be able to 


Score. 


buy themselves that much higher 
benefits. In any event the federal 


law should be specific on the division 
of contributions. No doubt there as 
in other the framers hes- 
itated for constitutional reasons to be 
It is also true that there 
would have been considerable diffi- 
culty in reaching a single modus 
vivendi for all the states and all in- 
dustries. 


respects 


too specific. 


he there is still another sphere 
in which the federal program 
gives the states great leeway—in the 
type of fund into which contributions 
will be made and from which benefits 
be paid. The President’s Advisory 
Council recommended — permitting 
choice by the states among 4 possible 
types—a state-wide pool with or with- 
out adjustment of rates according 
to experience ; a state-wide pool ex- 


cept for employers able to set up 
special money guarantees; establish- 
ment or industry funds similarly 





guaranteed and requiring in addition 
payment into a state-wide pool of 1 
per cent of payroll ; and establishment 
of industry funds requiring such pay- 
ment but without guarantees. This 
list does not include a fifth possibility, 
the Wisconsin plan, the only compul- 
sory plan in actual operation. This 
provides for employer or (in special 
cases) industry reserves with the li- 
ability of the employer strictly lim- 
ited to a fixed amount per permanent 
worker; 2 per cent of payroll or $75 
per worker whichever is lower. The 
Wisconsin idea admittedly is defec- 
tive in the narrowness of its base and 
affords protection to the man out of 
work no stronger than happens to be 
provided by his particular employer. 
It appeals particularly to the em- 
ployer for precisely this reason. The 
amounts for which he is responsible 
are determinable within close limits, 
all that he saves by taking thought 
or being lucky is his, and since the 
fund is part of a management pro- 
gram to reduce unemployment nat- 
urally (though not inevitably) 1s 
largely under his control. It gives 
him less freedom naturally than a 
voluntary plan but it is less like gov- 
ernment insurance than any other. 


A Nation-wide Attack on 
Unemployment 


The federal-state program (Senate 
bill) requires simply that a state un- 
employment fund must provide for 
“systematic compensation” and con- 
tributions from employers and be un- 
der a state agency. It may be pooled, 
an establishment or industry reserve, 
or a guaranteed employment account. 
It is an essential part of the program 
that no state shall be told how it shall 
set up its fund arrangements, that 
local conditions and considerations at 
this stage are more important than 
national uniformity, that the im- 
portant thing is to pass some kind of 
unemployment compensation law in 
every state. I agree with this point 
of view, although on paper one can 
make a damning case against it. Cer- 
tainly to have tried to agree at this— 
or perhaps at any other—time on a 
single method for every state would 
have been to invite failure. The 
Swiss who have conditions broadly 
similar to ours have not attempted a 
uniform plan for all cantons. Their 
area is much smaller but their geo- 
graphic, economic and language dif- 
ferences perhaps fully as formidable, 
and their success is some indication 
that a semi-autonomous plan is not 
impossible, 


(Continued on Page 26) 
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Protection of the public from irresponsib!e motorists ts the obyect of recent laws. 


The Automobile Insurance Problem 


Comments on Address Delivered by 


R. Leighton Foster Before Commissioners’ Convention 


By W. V. KNOTT 


COMMISSIONER OF INSURANCE 
STATE OF FLORIDA 

HE speech given by R. Leigh- 

ton Foster, Superintendent of 

Insurance for the province of 
Ontario, on Automobile Liability Se- 
curity Laws of the United States and 
Canada before the National Conven- 
tion of Insurance Commissioners at 
Seattle and printed in the last issue 
of the Journal of American Insur- 
ance was very ably discussed by Com- 
missioner W. V. Knott of Florida in 
a paper which he prepared after go- 
ing over Mr. Foster’s address. Due 
to illness Mr. Knott was not present 
and his opinion was read by Superin- 
tendent Frank N. Julian of Alabama. 

Mr. Knott said: 

When a subject has been covered 
as thoroughly as has been done by 
Superintendent Foster there is little 
left to be said by others. I am some- 
what handicapped also by lack of in- 
dividual contact with automobile li- 
ability security legislation. My own 
state has none of the statutes dis- 
cussed so ably by our colleague from 
Qmntario, and this rather puts me in 
the position of the unmarried individ- 
ual who is always telling other people 
how to raise their children. My own 
state has neither compulsory insur- 
ance nor automobile financial respon- 
sibility legislation. Neither the forms 
of coverage nor the rates are subject 
to legal control. It has no statute 
limiting liability for injuries to guests. 

In fact, the question of liability for 
injuries on the highways, so far as 


the State of Ilorida is concerned, is 
primarily one for determination un- 
der the English common law as it 
existed prior to July 4, 1776, and 
which, by statute, is adopted as the 
common law of Florida. That the 
common law of England of one hun- 
dred and fifty-nine years ago is 
hardly applicable to the operation of 
motor vehicles on the public high- 
ways of America today, is hardly 
open to question. : 

Numerous efforts to remedy this 
condition in llorida by statute have 
failed, and I presume this may also 
be said of the other states, which, 
according to Superintendent Foster’s 
report, have failed to adopt all or 
some of the principles of safety re- 
sponsibility legislation. In Florida, 
our State Supreme Court has recog- 
nized contributory negligence as a 
bar to recovery in motor vehicle ac- 
cidents, this old common law defense 
not having been removed by statute, 
but at the same time has placed re- 
sponsibility upon the party have “the 
last clear chance” of avoiding the 
injury. 

eee 


Massachusetts Plan 

Mr. Foster’s opposition to the 
Massachusetts compulsory insurance 
law is positive, and I do not mini- 
mize the serious objections to this 
law. Since Mr. Foster’s paper was 
prepared, the legislative committee in 
Massachusetts has reported favorably 
upon the amendments proposed by 
Governor Curley with a view of 
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eliminating or modifying some of the 
objectionable features of this act, 
which have contributed to the alarm- 
ingly increasing losses and loss ratio 
in Massachusetts, where high premi 
um rates have been insufficient to 
make this a profitable coverage to 
the carriers. 

Whatever may be said against the 
compulsory lability insurance law, 
either as to principle or as to prac 
tical results, it was the first statute 
in this country to provide financial 
protection for the public against ir 
responsible motorists, and while other 
proposals may have more advantages 
and fewer disadvantages to commend 
them, the people of Massachusetts 
can hardly be criticized for holding 
to this pioneer act until they agree 
upon a satisfactory substitute. 


*“Model”’ Codes 


It is doubtless unfortunate, as Su 
perintendent T’oster says, that there 
should be two “model codes” on au- 
tomobile financial responsibility, but 
with the great local differences in 
the several states, it is probably a 
long road to substantial uniformity 
in legislation of this nature. Condi- 
tions in Canada are more favorable, 
evidently, to uniformity, and this 
probably applies to many other stb- 
jects of legislation as well. 

It might be within the Constitu- 
tional authority of our Federal gov 
ernment to control insurance on au 
tomobiles used in interstate com- 
merce, but I am suggesting this mere- 
ly as a legal possibility. Insurance 
per se is about the only major bus- 
iness that does not fall within the in 
tertate commerce clause of the I’ed- 
eral Constitution. Some insurance 
executives (IT can not say how many ) 
would prefer a unified Federal con- 
trol over insurance operations, rather 
than the multiplicity of state laws to 
which they are now subject. 


State Viewpoint 

State insurance departments, quite 
naturally, feel that in the ordinary 
transactions of the insurance business 
in its many ramifications, the states 
should remain free to handle the 
questions of supervision and control 
in accordance with local conditions 
and requirements. The government 
at Washington, incidentally, has 
about all it can do at the present 
time without seeking additional re 
sponsibilities. 

Nevertheless, the confusion result 
ing from the laws, or lack of law, on 
the subject of automobile financial re 
sponsibility, of forty-eight states, em- 
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phasizes the need of more substantial 
uniformity, even though the solution 
of the problem may remain for a re- 
turn of more normal conditions. 


Until Accident Occurs 


I cannot help but feel that there is 
a substantial weakness in any plan 
for protecting the public against ir- 
responsible motorists which waits un- 
til an accident has occurred before 
the motorist is required to prove his 
financial responsibility. ‘To  para- 
phrase the old saying, to wait until 
at least one auto is stolen before lock- 
ing the garage door. The highways 
belong to the people, and not to the 
motorist alone. 

It is no substantial help to the first 
victim of a driver’s carelessness to 
know that the driver may or will be 
put off the highways until he makes 
compensation for the injury. It may 
satisfy justice in the abstract, and it 
may and does afford protection to the 
public, but it does not aid financially 
the victim who may have been 
maimed for life, or the family whose 
provider has been taken from them. 

The formula quoted by Mr. Foster, 
“Every insured motorist must be 
financially responsible, absolutely and 
unconditionally, to the innocent vic- 
tim of his negligence,” is an ideal 
worthy of the sustained efforts of all 
insurance departments until it has 
been accomplished. In the meantime, 
may I suggest, “IXvery motorist must 
give evidence, through insurance or 
otherwise, of ability to compensate 
the innocent victim of his negli- 
gence,” before being allowed to op- 
erate upon the public highways a 
vehicle capable of causing death or 
great bodily injury. 

It is not .necessary that this re- 
quirement should be as great in the 
case of a motorist who has never 
caused an accident as in case of one 
who has been guilty of such negli- 
gence, but it should be adequate in 
the first instance to provide at least 
reasonable indemnity to other motor- 
ists, or the somewhat forgotten pedes- 
trian, against the hazards of the high- 
Way. 

eee 


Commissioner Boney's 


Address 


(Continued from Page 14) 


The last few years have taught us 
many lessons, however, and [ am con- 
fident that the casualty business has 
learned a valuable lesson in the past 
five years that will prove most help- 
ful in the future. 
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URING the past few years 
D when so many emergency meas- 
ures have been adopted by the Na- 
tional Congress, the insurance bus- 
iness as a whole has been apparently 
somewhat apprehensive as to their 
status from the standpoint of led- 
eral regulation, The recent decision 
of the Supreme Court of the United 
States inthe N.R.A. case should have 
the effect of allaying the insurance 
man’s fears with respect to this ques- 
tion. The principle laid down in this 
decision has a very definite bearing 
upon the question of Federal regula- 
tion with respect to states’ rights of 
regulation and upholds the principles 
heretofore adhered to by the several 
states and concurred in by the insur- 
ance companies with respect to in- 
terstate operations and the insurance 
business may now go along without 
fear of federal intervention. 

The fire insurance companies and 
the National Association of Insur- 
ance Agents are to be commended for 
the splendid cooperation that resulted 
in the working out of a mutually sat- 
isfactory plan for retaining the 
wholesome competition among com- 
panies and agents and salvaging for 
the agents the business controlled by 
the Home Owners Loan Corpora- 
tion. The special committees repre- 
senting the companies and agents, af- 
ter considerable deliberation and con- 
ference with the Hlome Owners Loan 
Corporation board, have developed a 
plan that has been accepted by the 
Board, which will retain the business 
ivr the company originally writing it 
aud protect the local agent whose 
services are necessary where renewal 
premiums are involved. 

In 1934 a Special Sub-Committee 
of the Convention’s Committee on 
Compensation Insurance worked with 
a committee representing the com- 
pensation carriers and a committee 
representing the Agents Association, 
and as a result a nationwide program 
of compensation rates was devised 
and approved and I am glad to say 
that this plan has been generally ac- 
cepted throughout the country and 
appears to be a forward movement 
towards the ultimate solution of a 
very complicated problem, that of 
developing adequate but fair rates for 
workmen’s compensation insurance. 
This Sub-Committee should be re- 
tained by the Convention in order 
that they may review the result of 
this program over a long period of 
time when the experience developed 
under the new program is available 
and in order that further recommen- 
dations may be made in the light of 
this average experience. 

The Special Committee of the Con- 
vention appointed to work with the 


representatives of the companies in 
conjunction with the listing of insur- 
ance stocks under rules and regula- 
tions of the Securities and Exchange 
Commission has, in cooperation with 
committees representing the com- 
panies interested, presented informa- 
tion and facts to the Securities and 
xchange Commission in Washing- 
ton that resulted in the adoption of 
rules and regulations for the qualifica- 
tion of insurance stocks that will 
prove entirely satisfactory and will 
involve very little inconvenience or 
expense to the companies whose cap- 
ital issues are now or will be listed 
in the future. The Commission read- 
ily agreed to accept a financial state- 
ment that follows very closely our 
uniform Convention blank, and that 
additional information they may re- 
quire can be readily furnished with 
no inconvenience to the listed com- 
pany, 
eee 


© recital of insurance stability 
N and recovery would be com- 
plete without tribute to the agents 
who stood as buffers between pur- 
chaser and companies when credit 
crumbled. Many assureds required 
long term credit which could not be 
granted by the companies if their 
assets were to remain liquid and the 
companies solvent, ready to meet any 
catastrophe emergency. Company bal- 
ances had to be paid and customer 
credits extended. The agent stood in 
between and many an agent had to 
sacrifice his savings and even to mort- 
gage his home to meet his company 
obligations. For this sacrifice the 
companies report a charge off of less 
than 3/10 of 1% for unpaid agency 
balances. This sacrifice produced 
grave hardships on the agent. Sucha 
testing proved conclusively his place 
in the business and his value to his 
clients. 

Many agents were unable to collect 
from their customers and this has re- 
sulted in their retirement from the 
business. Those who withstood the 
strain, while crippled, have become 
better agents and, speaking especially 
for my own state, the personnel of 
agents is much higher than before 
the crash. 

The awakened agent is asserting 
his influence in equitable rating mat- 
ters, in highway safety, in factory ac- 
cident prevention, in fire prevention, 
in civic and social betterments ; he 1s 
a financier and a social worker, hon- 
oring his insurance business and en- 
riching his community. We would 
do well to recognize the importance 
of his position and take him into our 
counsels. 

(Continued on Page 27) 
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The North Dakota Capitol was destroyed by fire 


STATE INSURANCE FUNDS 


By H. J. MORTENSEN 


COMMISSIONER OF INSURANCE 
STATE OF WISCONSIN 


in address delivered before the National Convention 
of Insurance Commissioners at Seattle. 


opportunity to address the Na- 

tional Convention of Insurance 
Commissioners on the subject of 
State Insurance. My pleasure in that 
respect is enhanced by the fact that 
the assignment came unsolicited from 
our Program Committee, In‘my dis- 
cussion I shall take the liberty to 
draw quite heavily from my own ob- 
servation and experience with the 
operation of such plans in my own 
state, but before I do that I want to 
give you, in a few words, the back- 
ground of all the progressive legisla- 
tion originating in Wisconsin which 
vou have heard and read so much 
about, for it will assist you in under- 
standing why we have succeeded 
where others have failed. 


| AM pleased to be afforded the 


About forty years ago a new polit- 
ical philosophy took root in the state 
of Wisconsin which was determined 
to change the conventional order of 
things. It was cradled in the strug- 
gle to bring representative govern- 
ment back to the people and sincerely 
championed the principle that all men 
are entitled to a fair opportunity in 
the economic scheme of things. The 
movement, so auspiciously launched, 
has never retreated but has steadily 
advanced with unflagging enthusiasm 
until today it commands the attention 
and respect of not only this nation but 
of the whole world. 

The enactment of laws expressive 
of the Wisconsin Idea and to carry 
out the purposes of its philosophy 


was a necessary vehicle of action. 
Thus Wisconsin became the breeding 
ground and the experiment station of 
many hitherto unknown and untried 
laws and plans of social and indus- 
trial conduct. It is a significant fact 
that of all the progressive legislation 
enacted and tried out in my state dur- 
ing these many years, none has been 
repealed, but in spite of opposition 
and much criticism it has been 
strengthened and further enforced, 
and most of those laws of general 
application to society have been 
adopted in principle, if not in form, 
by many of the other states and the 
national government. 

The progressive thought of Wis- 
consin is not radical. It moves only 
with deliberation in harmony with 
changed conditions of the times. No 
proposals of new methods for deal- 
‘ng with public problems have ever 
heen advanced without first engaging 
the best minds available and making 
the most thorough investigation pos- 
sible. This policy, no doubt, is re- 
sponsible for the great measure of 
success attained. 

[ have purposely prefaced my dis- 
cussion with the foregoing remarks 
because it was during the early 
period of progressive development 
that State Insurance in Wisconsin 
Was inaugurated as a fitting unit in 
its program. It will emphasize the 
Wisconsin experience with State In- 
surance in contrast to other states 
which have not had much success in 
their trials with it. 

ee @ @ 

Wisconsin Insurance Funds 

Wisconsin was one of the pioneers 
in the State Insurance field, its orig- 
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inal law dating back to the legislative 
session of 1903, when a law was en- 
acted which provided for the insur- 
ance against loss by fire and/or tor- 
nado of all state owned property in 
a state insurance fund. This law was 
unique in its simplicity. It was and 
is brief but sufficiently comprehen- 
sive to accomplish the purpose for 
which it was designed, with no pos- 
sibility of misunderstanding or con- 
troversy. 

In 1911 and 1913 the original law 
was amended to include property un- 
der the jurisdiction of governing 
boards of political subdivisions ; 
namely, counties, cities, villages, 
towns, school districts, public libra- 
ries and public sanitariums. There 
is a distinction between the insuring 
of state and subdivision property in 
that the Fund is monopolistic as to 
the one and optional as to the other. 
The most illustrative explanation of 
the law is the wording of the law 
itself, which I am pleased to include 
as a part of this paper. 

eee 


CHAPTER 210 
State Insurance 


“210.01 Powers annulled. No officer or 
agent of this state, and no person or per- 
sons having charge of any public buildings 
or property of the state, shall pay out any 
public moneys or funds on account of any 
insurance against loss by fire, tornado, or 
any Other risk upon property, or loss or 
damage from any cause to property, or 
shall in any manner contract for or incur 
any indebtedness against the state on ac- 
count of any such insurance upon any of 
the public buildings, furniture, fixtures or 
propérty of any kind whatever belonging 
to the state except in the manner herein 
after provided. 

“210.02 State Insurance fund. Upon 
July first, annually, the commissioner of 
insurance of the state shall provide for 
the insurance by the state of all state 
property subject to destruction by fire for 
an amount equal to ninety per cent of the 
cash value of such property, except that 
the state capitol building shall not be in- 


sured for more than five hundred thou 
sand dollars and the state historical 
library building fos not more than two 


hundred thousand dollars, in the following 
manner: First, he shall determine the 
insurable value of each item of property 
and shall fix the rate of insurance which 
in his opinion is the average rate charged 
by responsible insurance companies doing 
business in this state and issuing insurance 
policies upon property of similar kind and 
exposed to the same or similar risks in 
like manner. He shall then ascertain the 
amount of insurance in upon all 
state property and provide for such addi- 
tional insurance as is necessary to covet 
said ninety per cent of the full value of 
the property in the following manner: 
He shall certify to the state treasurer the 
amount of insurance upon such property 
to be carried by the state and order the 
state treasurer to credit to an account 
which shall be kept by the treasurer and 
known as the ‘State Insurance Fund’ an 
amount equal to sixty per cent of the 
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premium as fixed by the commissioner of 
insurance, and the amount so credited by 
the state treasurer to the ‘state insurance 
fund’ shall be debited by the state treasurer 
to that account which shall be kept upon 
his books with the proper officer, agent or 
board of trustees or regents which may 
have such public buildings and property 
in its charge, and the amount so debited 
by the state treasurer to said office, agent 
or board shall be deducted by him from 
any funds which may be in his hands, or 
which may thereafter come into his hands 
and payable to said officer, agent or board 
of trustees or regents for the care and 
maintenance of such public buildings or 
property. The commissioner of insurance 
may with the approval of the governor 
purchase such reinsurance as may in the 
opinion of said commissioner be neces- 
sary to properly distribute the risk; pro- 
vided no such reinsurance shall be effected 
when the net risk carried by the state 
insurance fund shall not equal or exceed 
one hundred thousand dollars nor where 
the rate for assuming a_ proportional 
amount of the risk shall exceed that re- 
ceived by the state insurance fund. The 
commissioner of insurance shall collect 
such reinsurance upon any loss and pay 
the same into the state insurance fund. 


“210.03 Loss: commissioner to adjust ; 
transfer of funds. (1) (a) In case any 
buildings or property of the state shall be 
damaged by fire or tornado, the commis- 
sioner of insurance shall within thirty 
days ascertain and fix the amount of such 
damage and forthwith file with the state 
treasurer and the secretary of state a 
statement of the same. 


(b) If in case of any loss or damage 
by fire or tornado of any buildings or 
property owned by any county, city, vil- 
lave, town, or school district or library 
board, insured in the state insurance fund, 
there shall arise any difference of opinion 
between the local authorities and the com- 
missioner of insurance as to the amount 
of the loss or damage incurred, such loss 
or damage, upon the demand of the local 
authorities, shall be determined by ap- 
praisement, the local authorities and the 
commissioner of insurance each selecting 
a competent and disinterested appraiser. 
The appraisers shall first select a com- 
petent and disinterested umpire; and if 
they do not agree upon such umpire with- 
in lifteen days, then such umpire shall be 
selected by a judge of a court of record 
in this state. The appraisers shall then 
appraise the loss and damage stating 
separately sound value and loss or damage 
to each item; and failing to agree, shall 
submit their differences only, to the um- 
pire. An award in writing, so itemized, 
of any two when filed with the commis 
sioner of insurance shall determine the 
amount of sound value and loss or dam- 
age. Each appraiser shall be paid by the 
party selecting him and other expenses 
of appraisal and umpire shall be paid by 
the parties equally. 

(2) When the amount of loss has been 
fixed and determined by the commissioner 
of insurance and certified to the sec- 
retary of state, the secretary of state shall 
issue a warrant in the amount fixed by the 
insurance commissioner as a transfer of 
the amount fixed as damages from the 
‘state insurance fund’ and credited to the 
building fund of the officer, board of con- 
trol, board of trustees, or other agents in 
whose control said buildings or property 
belongs, and to be disbursed by the state 
treasurer in such manner as other state 
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funds for the use of said officer, board, 
or agent are paid out, and if at the time 
of any such award of loss or damage by 
the commissioner of insurance, there shall 
not be in the ‘state insurance fund’ an 
amount equal to such award, the secretary 
of state shall, notwithstanding this fact, 
draw his warrant payable from the gen- 
eral fund, and the state treasurer shall 
promptly pay such warrant out of any 
moneys in his hands in the manner above 
provided, and the commissioner _ shall 
thereafter from time to time order such 
reimbursement of the general fund from 
the ‘state insurance fund’ as he shall deem 
proper, on which order the secretary of 
state shall issue his warrant for such 
transfer. 

“210.04 State insurance fund. (1) No 
county or village board or common coun- 
cil, and no officer or agent of any county, 
city or village having charge of any public 
buildings or property of any county, city 
or village, and no city council, village, 
town or school district or library board 
having charge of any public building or 
property of a school district located with- 
in any incorporated city or village, shall 
contract for or pay out any moncy or 
funds for insurance, against fire or any 
other risk upon property, on and after a 
vote of such board or council to insure 
under this section, except as may be cer- 
tified by the commissioner of insurance to 
be necessary. 

(2) After such decision by such board 
or council, the clerk thereof shall report 
to the commissioner of insurance each pol- 
icy of insurance which shall then be in 
force upon any property of any kind be- 
longing to the county, city or village or to 
the school district, whether under the con- 
trol of such board or council or any other 
board, officer or agent, stating the property 
covered by such policy, the date of the 
issue and the expiration thereof, the 
amount and rate of insurance and _pre- 
mium thereon. 

(3) After such decision by such board 
or council, the insurance on all property of 
any such county, city, town, village or 
school district shall be provided for, and 
adjustment of losses made by the commis- 
sioner of insurance in the manner pro- 
vided by sections 210.02 and 210.03 for the 
insurance of property of the state, except 
that the premium shall be certified by the 
commissioner to the clerk of the town, 
village, city, county or s¢hool district. 
Upon receipt of such certification of pre- 
mium due, the amount of the premium so 
certified shall on or before sixty days from 
the date of such certification be paid into 
the state treasury for the benefit of the 
‘state insurance fund’, in default of which 
the same shall become a special charge 
against such town, village, city or county 
or school district, and be included in the 
next apportionment or certification of state 
taxes and charged and certified shall on or 
before sixty days from the date of such 
certification be paid into the per annum 
from the date such premiums were cer- 
tilied by the commissioner. If any board 
or council shall so order, the amount of 
insurance upon the whole or any part of 
the property under its control shall be 
fixed at such per centum or sum less than 
the ninety per centum specified in section 
210.02 as may be fixed by such board or 
council. Any such board or council may 
pay premiums in advance for five years by 
filing notice with the commissioner of in 
surance of its intention so to do, and pay 
ing four times the annual premium at the 
time the first annual premium becomes 
payable. 


(4) Provided, that policies in force on 
said date of the passage of a resolution 
to insure the ‘state insurance funds’ shall 
remain in force until terminated, as pro- 
vided in such policies; and that said clerk 
shall give notice to the commissioner of 
cach such termination, and the state in- 
surance hereby provided for shall take 
effect from such termination. 

(5) Any loss under a policy held by a 
county, city, village, school district, or 
library board in the ‘state insurance fund’ 
shall be adjusted by the commissioner of 
insurance and upon being determined he 
shall certify such amount of loss to the 
secretary of state, who shall thereupon 
issue a warrant therefor on the ‘state in- 
surance fund’ payable to the treasurer of 
the county, city, village, school district, o 
library board entitled to such damages 


(6) For carrying out the provisions of 
sections 210.01 to 210.03, and this section, 
the commissioner, with the approval of the 
governor, may employ such assistants as 
necessary, and fix their compensation, 
which compensation, together with the ex- 
penses of such assistants and of the com- 
missioner and his employes and the ex- 
penses of conducting the ‘state insurance 
fund’, shall be paid out of the state insur- 
ance fund on the certificate of the com 
missioner, audited by the secretary of 
state. The commissioner of insurance 
shall make such inspection and report upon 
all property insured as may be required. 

(7) Beginning January first, 1918, and 
annually thereafter, the state treasurer 
shall credit the state insurance fund with 
interest on the average amount in such 
fund for the preceding twelve months at 
the average rate of interest earned by the 
state upon its bank deposits during that 
period. If such fund shall at any time 
subsequent to January first, 1918, be in- 
debted to the general fund of the state 
such fund shall be charged, at the end 
of each calendar year, with interest on 
such indebtedness at the average rate 
earned by the state upon its bank deposits 
during the period of such indebtedness and 
such sum shall be credited to the general 
fund, provided that the state annuity and 
investment board may cause such funds 
to be invested in the securities authorized 
in section 206.34. 

(8) Any esta city, village, school 
district, or library board may terminate 
its insurance in the ‘state insurance fund’ 
by a majority vote of its board or council, 
and upon certifying such action to the 
commissioner of insurance, the insurance 
remaining in force in that fund shall ter- 
minate upon expiration of the policy con- 
tract.’ 


The early history of the State In- 
surance lund was somewhat dis- 
couraging. During the first two years 
of its existence the State Capitol was 
totally destroyed by fire which in- 
volved a loss of $400,000.00, making 
it necessary to borrow a large amount 
from the general fund of the state. 
In 1912 another serious loss occurred 
when the Normal School at Superior, 
Wisconsin, was destroyed at a loss 
of $95,000.00. Despite these drains 
on the Fund, it continued to operate, 
paid back to the general fund the 
amount borrowed to meet the losses 
referred to, and is now in the en- 
viable position of exceeding in ratio 
of surplus to insurance in force, any 











commercial company operating in 
Wisconsin, this notwithstanding its 
discouraging beginning and periods 
of lax interest, often bordering on 
open hostility on the part of those 
who were charged by law with ad- 
ministration of it. 


The Wisconsin Insurance Fund has 
been recognized as the outstanding 
plan of its kind in the United States. 
Its present healthy condition after 32 
years of trial very clearly demon- 
strates that it has not only long since 
ceased to be an experiment but that 
it has proven its soundness and es- 
tablished itself as a permanent in- 
stitution in the scheme of the state’s 
government, the existence of which 
has been justified and no doubt will 
prove of more value each year of its 
continued existence. 


Rate, How Determined 


The law provides that the rate of 
insurance on all property insured in 
the Fund shall be the average rate 
charged by responsible fire and tor- 
nado insurance companies doing bus- 
iness in the state and issuing insur- 
ance policies upon property of sim- 
ilar kind and exposed to risk of fire 
or tornado in like manner. The Fire 
Insurance Rating Bureau of Wiscon- 
sin promulgates all rates for the 
property insured in the Fund. Such 
rates were determined to be the av- 
erage rates until 1932, when div- 
idends paid by mutual companies and 
deviation rates of other companies 
were taken into consideration, There- 
upon, 85% of the bureau rate was de- 
termined and fixed as the average 
rate for the Fund. The law further 
provides that the amount of premium 
charged shall be 60% of the average 
rate. This is equivalent to reducing 
the Fund rate to 51% of the bureau 
rate, and is the rate now used in com- 
puting the premium on all insurance 
in force. As a result the saving to 
the state and those political sub- 
divisions insuring with the Fund 
amounts to 49% of the premium 
charged by association companies 
which adhere to the bureau rate. 


At the present time the State In- 
surance Fund has approximately 
$135,000,000.00 of insurance in force 
which is represented by the follow- 
ing insured units: 
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The loss ratio on state property 
since the Insurance Fund has been in 
operation has averaged 25.9%, and 
on county, city, village, town, school 
district and library property 25.1%. 
Had the state assessed the same pre- 
mium rate as association companies 
the loss ratio would have averaged 
16.0%, which means that only 16 
cents of every premium dollar would 
have been returned in loss adjust- 
ment, the balance or 84 cents going 
to operating expense and profit. 

The Wisconsin Insurance Fund 
has assets in excess of $3,500,000.00, 
more than $1,500,000.00 of which is 
invested in bonds of high grade char- 
acter and the balance in state farm 
mortgages. It adjusts losses promptly 
and without controversy to the gen- 
eral satisfaction of insuring units. 


The Fund in addition to insuring 
all state owned buildings insures un- 
der its optional provision the prop- 
erty of 30 counties, 88 cities, villages 
and towns, 321 school districts, 8 
libraries and 3 sanitariums. This 
represents an insurance exposure of 
approximately $135,000,000.00. The 
admitted assets of the Fund were 
$3,310,163.48 on December 31, 1934. 
The premium income in 1934 was 
$172,366.30 and the investment in- 
come $94,583.76. Losses incurred 
were $52,489.15, which was 30.45% 
of the earned premium; the under- 
writing expense was $13,067.84 or 
8.1% of the earned premium. The 
increase in surplus was $229,367.40. 


The Fund is a member of the Fire 
Insurance Rating Bureau and pays 
fire department dues in the same 
manner as do association companies. 
It services risks in a manner which 
extends to insuring units every pos- 
sibility of rate reductions while it 
furnishes expert appraisal service 
without cost to member insurers. 


The time allotted will not permit a 
more detailed explanation of the Wis- 
consin Fund. It may, however, be 
appropriate to state that it has ful- 
filled the expectations of those who 
sponsored its creation; it is in excel- 
lent financial condition and presents 
an opportunity for the citizens of 
Wisconsin to reduce operating budg- 
ets through a public building insur- 
ance plan whereby insurance costs 
may be appreciably reduced. 


Tornado 
All State Property........+.... $47,490,410.00 $47 335,510.00 
PO COUMNES ie 6556s ainenee awk 7 274,280.00 6,030,436.00 
88 Cities, Villages and Towns... 2,465,652.00 623,522.00 
S21 School Districts: .. 6. scene 14,829,489.00 8,416,496.00 
PT POCee eee 250,701.00 75,050.00 
447 $72,310,532.00 $62,481,014.00 
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The Fund is a Wisconsin institu- 
tion for the benefit of Wisconsin tax- 
payers which, in addition to reducing 
insurance costs, invests its surplus in 
securities which are protected by the 
taxable assets of the political sub- 
divisions of the state of Wisconsin. 
It recently furnished the general 
fund of the state approximately 
$800,000.00 for the construction of 
a capitol annex or state office build- 
ing, and in addition thereto provided 
funds for the erection of an ortho- 
pedic or crippled children’s hospital 
which is located on the grounds of 
the University of Wisconsin. $276,- 
000.00 was furnished for this build- 
ing. The commissioner of insurance 
holds the titles to these properties in 
trust for the State Insurance Fund. 
They are irrefutable permanent evi- 
dence of the results of government 
functions which are created and ad- 
ministered in the interest of those 
who pay the costs of government, 
namely, the taxpayers of a state or its 
subdivisions, 
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Public Deposit Fund 

The Wisconsin Public Deposit 
Fund was created in 1931. It is ad- 
ministered by the Board of Deposits 
consisting of the Governor and the 
three Commissioners of Public Lands. 
It has for its object insurance against 
loss of funds belonging to the state 
and the governmental subdivisions 
which are on deposit in banks and 
with trust companies. The Board of 
Deposits determines the rate of in- 
terest to be paid by the depository in- 
stitutions which at present is fixed 
at 2% per annum, payable quarterly. 
The depesitories in turn charge the 
cost against the deposit accounts. Due 
to the many bank failures immediate- 
ly following the commencement of 
the functioning of the Fund, it 
found itself in much the same sit- 
uation as our Fire Fund at its in- 
ception. Liabilities far in excess of 
the assets and current income were 
incurred. These are being liquidat- 
ed in a satisfactory way through 
temporary borrowing from the Re- 
construction Finance Corporation. 
At present the premium income 
amounts to about $1,200,000.00 an- 
nually. Though the plan has not 
had much time to demonstrate its 
ultimate worth, and some changes 
have been made in the law and ad- 
ministrative policy to fit new prob- 
lems as they arose, yet it has been 
tested sufficiently to warrant me in 
saying that it has been a helpful fac- 
tor in subduing the financial hysteria 
developed during the period of de- 
pression and contributes an element 
of confidence in our banking struc- 
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ture. Besides, had it not been for 
this fund, it would have been neces- 
sary for a considerable amount of 
public money lost or tied up in the 
banks under liquidation to have been 
replaced by additional taxation. 
This in itself was a great relief. From 
present observation of the function- 
ing of the fund there is every reason 
to believe it will prove highly ben- 
eficial to the public welfare and in 
time give as favorable account of 
itself as the State Fire Fund. 
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State Insurance Funds 
Generally 


The creation of insurance funds, 
whether by a state, county or a 
municipality, has been the basis for 
much discussion and argument and 
I respect the rights of persons to 
disagree with me in regard to the 
ethics of the state or its subdivisions 
entering what has been designated 
“a competitive field.” However, it is 
difficult for me to subscribe to the 
theory that a state should be re- 
stricted from conducting its business 
in the same manner as private bus- 
iness enterprises. It is purely a mat- 
ter of common knowledge to all pres- 
ent that private business enterprises 
in innumerable instances, when such 
enterprises embrace a number of 
scattered risks, create within their 
organization insurance funds for the 
purpose of eliminating the expense 
cost incidental to commercial insur- 
ance. If it is ethical for private 
business to adopt such a plan, why is 
it unethical for a state to do like- 
wise ? 

With further reference to a state 
being restrained from entering the 
insurance field for the insurance of 
its own property or the protection of 
its citizens, I invite your attention 
to the practice of the Federal Gov- 
ernment. It does not insure its pub- 
lic buildings but meets its losses with 
government funds. It enters into the 
competitive field with its parcel post 
and mail insurance funds, a soldiers’ 
and sailors’ life insurance fund, a 
government employees’ retirement 
fund and a pension fund for teachers 
in the District of Columbia. 

In the light of the long acceptable 
practice of the Federal Government 
in its creation and maintenance of 
liability funds, it is, in my judgment, 
equally sound for any state with a 
large number of separate insurance 
risks, supplemented by a greater 
number of public buildings owned by 
political subdivisions of the state, to 
create and administer a fund which 
can furnish a guarantee of indemnity 
with equal or more certainty than 
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could private companies, and this 
with a very material saving in pre- 
mium outlay and with every assur- 
ance of prompt and satisfactory set- 
tlement of all loss claims. 

State insurance funds in various 
forms have for many years been op- 
erating in practically every state in 
the union. As a matter of fact there 
are 28 states which either do not in- 
sure at all or carry their fire insur- 
ance on public buildings in funds op- 
erated by the state. In some states, 
insurance in funds is limited to state 
owned property only; in others it is 
left optional on the part of the gov- 
erning boards of political subdivisions 
as to whether it is desired to insure 
in a state fund or with private com- 
panies. Wisconsin’s plan is compul- 
sory as to state property and optional 
as to non-state property. 

Any state insurance fund which is 
operative upon sound actuarial lines 
should not be confused with legisla- 
tive assessment plans such as were in 
operation in Colorado, Oregon, Min- 
nesota and Michigan. 

In Colorado the law provided that 
the legislature appropriate annually 
$40,000.00, beginning in 1926, te 
create a fund which should not ex- 
ceed $250,000.00. Oregon in 1925 
stipulated that $25,000.00 should be 
set aside in 1925 and 1926, and $50,- 
000.00 annually thereafter until a 
fund reached the maximum of $300,- 
000.00. Oregon’s entire appropria- 
tion was wiped out the first year by 
a $27,500.00 loss in the Oregon Ag- 
ricultural College. Minnesota and 
Michigan had appropriation funds 
for several years. In Michigan, ap- 
propriations were made for eight 
years, ceasing in 1921; in Minnesota 
for six years, ceasing in 1919. Both 
funds were solvent when appropria- 
tions were discontinued. 


State Casualty Funds 


While state insurance is generally 
thought of in reference to fire and 
has been so treated thus far in this 
paper with the exception of the Wis- 
consin Life and Public Deposit 
Funds, yet the term is broad enough 
to embrace all kinds of insurance as 
well, such as life and casualty and 
their various branches. In the field 
of casualty insurance I do not know 
of any state that has ventured forth 
to any marked extent except in work- 
men’s compensation. I understand 
there are at least seventeen states 
which provide funds for carrying this 
class of risks. Some are wholly or 
partially monopolistic, while others 
are competitive. 

The reason for so many states es- 
pousing compensation funds to a 


greater degree than any other lines 
of insurance may be ascribed to a 
desire for control of the paying 
agency as a complement to the ad- 
ministration and rate making features 
of employers’ liability and workmen’s 
compensation acts which are usually 
delegated to some department of 
state vested with considerable super- 
visory and quasi judicial powers ; or 
it may be that the trend in that direc- 
tion is due to the failure of private 
carriers to employ methods of under- 
writing responsive to the will of the 
people. Then again, it may be be- 
cause this class of insurance differs 
in respect to all others in that it is 
a compulsory requirement to the op- 
eration of industry. Whatever it 
may be that causes the gravitation of 
the public mind to consider the es- 
tablishment of such funds, we do find 
them wherever functioning, perform- 
ing the service in a comparable way 
to the private companies. 

Thus far no state has passed an 
automobile fund law although a con- 
siderable number of bills to that ef- 
fect have been considered by recent 
legislatures. At this writing the 
Judiciary Committee of the Wiscon- 
sin Legislature has recommended 
such a bill for passage. The nearest 
approach to the control of automobile 
insurance seems to be the Massachu- 
setts compulsory automobile insur- 
ance law which provides for auto- 
cratic regulation of rates. From the 
publicity it has received, I would in- 
fer that it has had quite a stormy his- 
tory. What its merits or demerits 
are, or whether or not it has fallen 
into the hands of friendly enemies, I 
am not in a position to state. We all 
know the automobile business is com- 
paratively new, and the improvement 
in cars and the condition under which 
they are operated so revolutionary, 
that the adjustment of rates to the 
hazards insured against presents a 
difficult problem. The same may be 
said of compensation insurance. It 
has not yet been seasoned sufficiently 
to fit into the ever changing social 
and industrial conditions without 
being generously criticized. To both 
of these classes of insurance, plau- 
sible arguments can be advanced for 
and against the invasion of actual un- 
derwriting by the states, but in my 
opinion it is not so much a question of 
who shall write it, as to how it shall 
be written, in order to obtain the 
greatest protection to the insuring 
public at such cost as is well within 
the limits of the assured’s ability to 
pay. State governments have in their 
employ, or if not they can attract, 
talent well versed in the technique of 
insurance. Usually people are will- 
ing to sell their services to the gov- 








a ee ee ee ee |. eee 


_—— ae ae 








ernment at a lower salary than the 
same standard of service commands 
in commercial and industrial pursuits. 
Granting these factors and with ex- 
emption of taxes and fees and no ac- 
quisition costs to pay, can the unprej- 
udiced mind come to any other con- 
clusion than that a state can operate 
an insurance fund as efficiently and 
more economically than a private 
concern? In my judgment the whole 
subject narrows itself down to a 
question of public policy. On that 
issue there is plenty of room for 
divergence of opinion. I shall not 
invade it except to state that fire, 
automobile and compensation insur- 
ance which are most prominent be- 
fore the public today, in all prob- 
ability will be written in state funds 
if and when the private companies 
cease to service their policyholders 
in a satisfactory manner at reason- 
able rates. 


There are several other kinds of 
funds that may be classed under state 
insurance, such as teachers’ pension 
funds, of which Wisconsin has a very 
comprehensive one efficiently admin- 
istered and effectively operating, 
guaranty of bank deposits fund, hail 
insurance funds and the like. But 
my time is too limited to discuss 
them. Suffice it to say that the 
purpose for which such funds are 
created and the principle applicable 
to their operation are in general re- 
spects similar to the funds I have 
discussed. 
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Conclusion 


In closing permit me to say that 
I have no hesitancy in recommending 
the Wisconsin Fire Fund law as a 
model plan to any state interested in 
reducing its insurance cost on public 
property, and the Wisconsin Life 
Fund law to any state having a dis- 
position to offer to its citizens sound 
life insurance on a reduced cost 
basis. These funds have passed the 
experimental stage and demonstrated 
their feasibility over a long period of 
years. But in so doing let me em- 
phasize that a workable plan is not 
alone sufficient. There must be 
coupled with it conscientious admin- 
istration of the law and efficient 
management of the fund, grounded 
in a sincere desire for success. Thus 
equipped, state insurance funds will 
accomplish the object of their pur- 
pose ; lacking in these, any plan will 
inevitably fail, for a law no matter 
how meritorious it may be is only ef- 
fective in ratio to the public support 
it receives. 


Acknowledgment is made _ to 
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Securities Act 
(Continued from Page 12) 


vestors. Furthermore with prior 
knowledge of the accounting which 
must be made, it should discourage 
those types of corporate practice 
which do not bear up well in public 
light. Finally, in affording to in- 
vestors a better basis of appraising 
securities offered to them for pur- 
chase, there should result in time a 
general improvement in investment 
intelligence. 
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The Prospectus 


The prospectus provides the means 
of bringing to the investor the infor- 
mation filed in the registration state- 
ment. It need not be a complete re- 
production of the registration state- 
ment but must include the essential 
facts. The act defines the term 
“prospectus” as “any prospectus, 
notice, circular, advertisement, letter 
or communication, written or by 
radio, which offers any security for 
sale.” In the actual solicitation and 
sale of securities the law requires 
that the prospectus be given or sent 
to the persons being solicited in order 
that they may have adequate facts 
regarding the issue. It does not fol- 
low of course that investors will read 
the prospectus. But the information 
will be of material aid to some in 
determining the character of the issue 
offered for sale and to others it will 
at least suggest the intricacies in- 
volved. To the salesman it will ob- 
viate the need of devious selling ar- 
guments which all too frequently in 
the past have been the sole basis of 
trade. 
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Resume 


How far the Securities Act will go 
toward raising the level of security 
merchandising remains to be seen. 
Certainly the past two years during 
which it has been in force do not con- 
stitute an adequate test of its effec- 
tiveness. During the last half of 1933 
and the first half of 1934 the volume 
of underwriting continued extremely 
small. With the passage of the 
amendments to the act in June 1934 
it was expected by some that a 
materially larger volume of issues 
would ensue. Yet the first half of 
1934 was in fact larger than the last 
half, the total volume of gross pro- 
ceeds being $367 million against $281 
million. In recent months definitely 
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larger commitments have been made. 
During April of this year gross pro- 
ceeds from new issues amounted to 
$155 million and in May to $140 mil- 
lion, June totals will be still larger 
to bring the total for the first six 
months of 1935 above $900 million. 


There is in these more recent 
figures definite evidence at least that 
the act as now drawn is not unduly 
restricting the market for new cap- 
ital issues among seasoned corpora- 
tions. It is altogether likely, how- 
ever, that among the less seasoned 
enterprises the act will continue to 
have a restraining influence. In this 
catagory are included new companies 
definitely in need of capital but hav- 
ing little to offer by way of security 
beyond “good prospects.” Naturally 
the Commission will examine with 
care public offerings of this char- 
acter. But if the facts are clearly 
set forth and the undertaking entire- 
ly free from any suggestion of fraud 
there is no reason to believe the Com- 
mission will not permit formal public 
offering. 


There are also included in the cata- 
gory of unseasoned enterprises those 
which do definitely suggest the pos- 
sibility of fraud. Not infrequently 
with respect to these it will be neces- 
sary for the prospective issuer to cor- 
rect defects and recast the informa- 
tion about the project before a public 
offering can be made. This is as it 
should be since the unlicensed dis- 
tribution of such issues causes far 
more harm than good. 


To those who succeed in the sale 
of new issues which prove later to 
have been fraudulent the act provides 
ample criminal penalties in addition 
to the civil remedies already men- 
tioned. It is in the field of question- 
able types of security sales that the 
active work of the Commission will 
fall in the future. “Speculative 
schemes that have no more basis than 
so many feet of blue sky” have long 
been a chronic problem in this coun- 
try. In the past their control has 
rested with the several states. This 
work is now to be reinforced by a 
corps of relentless “G-men” who can 
cross state lines, who are thoroughly 
familiar with “high finance” as well 
as finance, who can follow through 
every questionable case. With re- 
gard to legitimate enterprise, what- 
ever its speculative quality, it is to 
be hoped that the educational process 
through full disclosure of material 
facts will suffice. 
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Unemployment Insurance 


(Continued from Page 18) 


()f course the mere passage of fed- 
eral legislation is evidence of a kind 
of a national approach to the unem- 
ployment question. But a series of 
absolutely identical state laws— 
which we will not have—is still not at 
all the same as one law, one control, 
one philosophy. The Social Security 
oard can do something to tie the 
whole system together but we have 
discovered even on paper many lim- 
itations to its powers and time will 
surely discover many more. Some- 
thing else is needed to make 44 laws 
more than a loose congeries of more 
or less similar statutes. The framers 
of the federal-state program believe 
they have supplied that something: 
federal control of fund investment. 
()f course fund means invested fund. 
Sums of deferred purchasing power 
must be carried over to the future 
and on a scale such as this it is not 
practicable to try to carry them over 
as simple bank credits either as reg- 
ular or earmarked deposits. A single 
state might use either of these 
methods, on a national scale the po- 
tentially enormous effect on the bank- 
ing-credit structure of billions of 
deposits would make it unfeasible. 

Fair enough. But what are the 
reasons for federal control of state 
funds? In these days of passionate 
debate about centralized banking for 
the United States our people are par- 
ticularly suspicious of further pro- 
posals to concentrate power in Wash- 
ington. The argument for central- 
ization—in the present instance—is a 
broad and simple one. Nobody knows 
exactly the possibilities of the fund 
for stabilization, for preventive as 
distirct from indemnity purposes. 
Whatever they are they will be mul- 
tinlie] much more than proportion- 
ately by multiplying the New York 
or Pennsylvania fund by 10. Leav- 
ing out at the moment the question 
of who administers the fund and 
what securities he invests in and the 
extent of power he is granted, there 
is presumably no argument against 
central versus local and scattered con- 
trol. Rubinow estimates that the 
hypothetical Ohio fund starting in 
1923 would have lasted well over 2 
years into depression: how much 
longer would it have lasted had not 
Ohio suffered unemployment in part 
(as well as in turn causing it) because 
of unemployment in related indus- 
tries in other states? We know what 
the British think of the cycle-smooth- 
ing influence of their fund: unan- 
imously they credit it as one of the 
principal factors leading them out .of 
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their depression. It is reasonable to 
expect if we are satisfied of the an- 
swers to the questions raised above, 
that we can do at least as well as the 
British. 
eee 

HAT are the investments pro- 

vided in the Roosevelt pro- 
gram? Who will invest? To a con- 
siderable and incalculable degree on 
the wisdom of their investing and 
their liquidating will depend the suc- 
cess of the federal-state program. 
The federal Secretary of the Treas- 
ury is the sole selector and custodian 
of fund investment. He must pay 
out state requisitions on demand, 
otherwise he is sole judge of the time 
and method of liquidation, and since 
states can spend their funds only for 
unemployment benefits this restriction 
is largely nominal. Except for cur- 
rent requirements he must invest 
every cent in United States interest- 
bearing governments or in obligations 
guaranteed by the United States. The 
Secretary may purchase governments 
in the market or he may acquire orig- 
inal issues at par; both of these may 
be sold at the market. And since 
securities in the ordinary way may 
not be sufficient for his purpose the 
federal government “in order to pro- 
vide suitable investments” is au- 
thorized to issue a new kind of in- 
terest-bearing debt, called a “special 
obligation.” These special obliga- 
tions, on which no limit on amount 
is imposed, may be issued at par only 
to the unemployment trust fund and 
may be liquidated (redeemed by the 
government) only by selling them 
back to the government at par. 

If there is one subject on which 
experts cannot agree it is that of 
money, banking and credit. It is fair 
warning not to be didactic in a state- 
ment of the good and bad possibil- 
ities of this investment procedure. 
(For the time we omit all political 
questions.) These are the Secretary’s 
choices ; he may as custodian of the 
fund sell and buy securities in the 
market, to and from Federal Reserve 
Banks and to and from the federal 
government itself. Purchases in days 
of good business and from the two 
last are expected by experts to have 
a repressive or deflationary effect, 
sales to them the opposite effect. For 
example, purchase of bonds from 
Federal Reserve Banks, since the 
funds will come from member bank 
deposits, will reduce the reserves of 
member banks with Federal and thus 
decrease the credit base. Sales to 
Federal in times of liquidation, will 
by reintroducing purchasing power 
into the credit structure, have the 
opposite effect. Similarly purchases 


from the federal government in good 
times would permit retirement of 
notes by the government, a deflation- 
ary measure, and on the down slope 
of liquidation more notes could be 
issued by government, The Presi- 
dent under the Inflation Amendment 
to the Emergency Farm Relief Act 
of May 12, 1933 already has the 
power to issue up to 3 billions of 
greenbacks to retire federal obliga- 
tions. For technical reasons pur- 
chases and sales in the market are 
not expected to have so positive an 
influence in either direction. But it 
is admitted by even the most relent- 
less critics that a fund on a national 
scale could be a real factor in har- 
nessing or at least anticipating the 
cycle, particularly in filling up the 
awful hollows of depression. Esti- 
mates on the size of a 3 per cent fund 
run between 1 and 2 billions at the 
peak. A national non-political admin- 
istrator with even a one billion dollar 
fund could add a heavy weight to- 
ward the stabilizing of the cycle. 


Can the Program Work? 


These then are the materials of a 
nationwide attack on the unemploy- 
ment front. The possibilities appeal 
even to those who insist that we 
should soften our emphasis on paying 
benefits and begin working on mak- 
ing work. Join the fund with a 
planned system of public works—we 
have never had any—and to the re- 
lease of purchasing power furnished 
by benefits paid in depression would 
be added sums of government spend- 
ing held back from good times. The 
program becomes a vast one but so 
is the problem. The chief objections 
of Americans to the program are as 
follows: they distrust centralized 
power, particularly political central- 
ization; they question whether we 
have the rank and file personnel to 
carry out the job; they believe the 
method is not constitutional; and 
(less and less as depression wears 
on) they believe it is un-American 
and that we can’t afford it. 


I myself have qualms particularly 
on the first 2. The federal control of 
investments could be misused _polit- 
ically but there are 2 reasons why the 
prospect is not starkly alarming. The 
literature of European countries on 
unemployment insurance includes 
hardly a word on the problems of in- 
vestment. For the best of reasons: 
in practice the funds never get large 
enough to worry about. The worry 
is to get enough money to pay ben- 
efits. I suspect strongly that we are 
unduly skittish about fund invest- 
ment. Also if politics and banking 














eventually enter into legal union the 
stake’ in the unemployment fund, 
compared with the sums involved in 
the whole bank-credit structure, will 
be absurdly small. Indeed it might 
perhaps be a good idea to allow this 
experiment in government credit con- 
trol as a test of its capacity for 
greater problems. 

I wish also we had on hand the 
trained and conscientious administra- 
tive personnel required for setting up 
a considerable bureaucracy. At the 
outside there are a half dozen states 
even approximately ready for the task 
of registering men out of work, ap- 
plying the work test (will he take a 
job?), paying benefits, keeping rec- 
ords of benefits and contributions. 
The rest must be improvised from 
the ground up and there will be mis- 
takes and wastes galore. I believe 
this objection more serious than the 
first. Decision on its force rests on 
a balancing of these disadvantages 
and the solid fact that here is a start 
and that something is better than 
nothing. 
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HE constitutional question re- 

mains, not for the laymen but 
for the Supreme Court. Since the 
decision in the Railroad Retirement 
case even lawyers have become re- 
luctant to give sidewalk opinions. In 
my opinion this decision—on per- 
formance absolutely unpredictable 
and a maze of inconsistencies—sets 
the clock back 50 years. The sections 
on contract if applied to workmen’s 
compensation laws would make every 
last one illegal on its face. Pooling 
of employer’s contributions is plainly 
forbidden and that outlaws every 
form of unemployment compensa- 
tion except that provided by the es- 
tablishment fund. The whole idea 
of insurance is pooling. Attack 
surely will be made also on the excise 
tax and many friends of unemploy- 
ment insurance wish federal sub- 
sidies of state laws had been used 
instead as the control. There are 
precedents for federal excise taxes 
not meant to be and never in fact 
collected, for instance the 2 cent a 
pound tax of the Cotton Futures Act. 
One of the practical reasons for using 
tax instead of subsidy is that even 
if the federal law is held invalid 
those states which have already 
passed laws not contingent on federal 
legislation will be that far ahead. 
(This hope, because of the reluctance 
of the states, has turned out to be 
largely in vain.) In the long run of 
course the Supreme Court will con- 
strue the tenor of the times—as in 
Mr. Dooley’s day—and find a way to 
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constitutional. There is besides al- 
ways the device of the federal sub- 
sidy for securing substantial state 
uniformity and federal investment 
control. 

Finally what is and what is not 
American and whether we can afford 
unemployment compensation are even 
more matters of opinion than the 
first 3 objections. Discussion here 
would be treading over old straw. We 
pay for unemployment under any 
plan or without a plan. The impor- 
tant and direct question is: is unem- 
ployment compensation a better way 
to pay for a quarter or a third of it? 
On the average the fund can do no 
better, but that will be doing a great 
deal. The waiting period the out-of- 
work must endure takes care roughly 
of one-quarter of the total load; the 
individual and public and private sup- 
port will take up the burden at the 
end of the benefit period. The im- 
portant period in between is on the 
unemployment fund. Certainly we 
cannot abolish unemployment relief, 
particularly in such emergencies as 
the present one. Certainly relief 
(which is charity) and compensation 
(which is contractual right) must be 
closely and sympathetically tied. Cer- 
tainly there will be more public serv- 
ants, but these servants will be sup- 
ported by the contributors to the 
fund and not out of taxes. Whether 
all this is American I can’t answer. 
America is not an absolute, it is con- 
stantly changing, and even the con- 
stitution though it creaks and groans 
has rather a marvelous capacity for 
readjustment. If American means 
that we place complete reliance on the 
individual then we have never been 
American. If it means that we are 
still flexible enough to attack new 
problems in new ways it is as 
American as holding companies, trade 
associations, and every other method 
of cooperative action. 
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Commissioner Boney's 


Address 


(Continued from Page 20) 


EK have a great many new Com- 

missioners in this Convention, 
men who have been singled out by 
their respective states as the guard- 
ians of this foremost business af- 
fecting the welfare and security «f 
their citizenry. Surely such a respon- 
sible post is high endorsement of the 
man who fills it. We look forward 
to our association with the new mein- 
bers, to listen to the new views thev 
will bring to the Convention and 
ready to share out of our book of ex- 
acting experience the sordid respon- 
sibilities which have evolved oui of 
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the great minds which have gone be- 
fore. While strictly adhering to 
state regulation, we recognize a com- 
ity of interest between the several 
states; this has produced certain 
uniform practices which are scien- 
tifically sound and must be main- 
tained. Likewise we have new phases 
which transcend state boundaries 
which must be solved and I earnestly 
urge this Convention to retain all 
those benefits we now enjoy and con- 
servatively work to bring other vex- 
ing and conflicting problems under 
orderly regulation. The life and 
usefulness of this Convention de- 
pend entirely upon its capacity to 
serve uppermost the welfare of the 
American people. 


Stanley Heads Insurance 


Section of Bar Association 

W. E. STANLEY OF WICHITA, KAN- 
SAS, WAS ELECTED CHAIRMAN OF .THE 
Insurance Section of the American 
Bar Association at its session in Los 
Angeles on July 15, 16, and 17. 
Jess A. Miller of Des Moines was 
chosen as vice-chairman and Howard 
C. Spencer of New York as secre- 
tary. New members of the Council 
of the Insurance Section are Eugene 
Quay of Chicago, John A, Luhn of 
Baltimore, and Julius C. Smith of 
Greensboro, North Carolina. 

The Insurance Section devoted a 
large amount of its time to reports 
of the various committees and to ad- 
dresses by prominent insurance at- 
torneys. Speeches were delivered by 
Assistant Attorney General W. Dale 
Dunifon of Ohio; H. Douglas Van 
Duser of Rochester, New York, and 
F. Robertson Jones. The Commit- 
tee on Qualifications and Regulations 
of Insurance Companies under the 
chairmanship of Howard C. Spencer 
recommended improvements in han- 
dling delinquent companies by insur- 
ance departments. The Committee 
on Fire Insurancé Laws discussed 
four phases of fire insurance and 
recommended continuance of prep- 
aration of a uniform policy and 
mortgage clause. The Committee on 
Workmen’s Compensation and Em- 
ployers’ liability insurance com- 
mented on the fact that Florida and 
South Carolina have recently enacted 
Compensation Acts, while the Com- 
mittee on Automobile Guest legisla- 
tion embodied a summary of court 
rulings in the various states in its re- 
port. The Committee on Federal in- 
terpleader legislation showed that 
the bill prepared by the Section is 
now before Congress and has some 
chance of passage before the Session j 
closes. | 
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Bis Savings 


Year after year, the policyholders of Mutual Casu- 
alty Companies substantial savings 

savings that run into the millions and represent a 
substantial reduction in the net cost of the insurance. 
Where do these savings come from? 
possible? 


derstand, 


receive 


How are they 
The answer is simple, and easy to un- 
when you investigate the fundamental 
principles of mutual insurance and discover how 
it operates. 






here do these 


come from? 


Only the soundest risks are accepted. Constant ac- 
cident-prevention work is carried on to reduce the 
loss-ratio. Investment policies are sound and con- 
servative ... as are the management and operation 
of each mutual casualty corporation. 

Since there are no stockholders in Mutual com- ; 
panies, these great annual savings are put to only y 
two uses ... to build the legal and voluntary 
reserves that insure stability . . . and to be re- 
turned directly to the policyholders! 





ECONOMY 


The Hardware Mutual Casualty Company is 


Ratio of 


Ratio of Expenses Incurred to Premiums Written. . 22.3 


known for its sound, conservative manage- go a eres 
ment. Study its economy record, based on } Pag : . rp 
a 7 year average: Margin of Safety and Savings... «2. cccsccsses 23.3 


Losses and Claim Expense Incurred to 





Hardware Mutual 
Home Office: 


Dallas, Tex. 
Detroit, Mich. 
Duluth, Minn. 
Fond du Lac, Wis. 


Stevens 


Appleton, Wis. 
Atlanta, Ga. 
Boston, Mass. 
Buffalo, N. Y. 
Chicago, Hl. 


Indianapolis, 
Los Angeles, 








Casualty Company 


Madison, Wis. 
Milwaukee, Wis. 


Point, Wisconsin 


Ind. Minneapolis, Minn. 
Cal. Newark, N. J. 
Omaha, Nebr. 
Owatonna, Minn. 


Portland, Ore. 
Rochester, N. Y. 
St. Paul, Minn. 
San Franciseo, Cal. 
Toronto, Can. 
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Wise brokers choose 


ATLANTIC 


Small wonder that a rapidly increasing number of | 
brokers who are practical are turning to the Atlantic 
for marine insurance. 
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Atlantic is the largest mutual marine and transpor- 
tation insurance company in the world writing 
OCEAN, INLAND, YACHT and TRANSPORTATION 


insurance. It is 93 years old. 


Atlantic is strong financially. 


more than $9,000,000. 


Atlantic writes a profit-sharing, but non-assessable 
policy at standard market rates. Present cash divi- 


dend is 15%. 


Atlantic’s reputation for prompt and equitable loss 
settlement is second to none. 


Its present surplus is 


Atlantic pays commission to brokers on the same 
basis as other reliable companies. 


Consult our Brokerage Department 
for full information. 


Atlantic Mutual Insuranee Co. 
175 W. Jackson Blvd., Chicago, Ill. 


Home Office: 49 Wall St. (Atlantic Bldg.) New York 
Baltimore Boston Cleveland - Philadelphia 




















Containing News and Timely Articles on 
Topics of Live Interest to the Insurance 
World Everywhere 





SUBSCRIPTIONS $2.50 PER YEAR 





Published by 
THE AMERICAN MUTUAL ALLIANCE 
230 North Michigan Avenue, Chicago, IIl. 



































A March of Progress 


Since the first day of organization, the companies 
y B | 

comprising the Federal Mutuals have steadily gone 

forward. The records show a definite, uninterrupted 


“March of Progress.” 


Much of the success of the Federal Mutuals is at- 
tributed to their ideal of service. It has been an axiom 
of the companies that the mere selling of protection 


is not the only end to be sought. 


These companies have held tenaciously to the thought 
that success in the field of insurance is largely the 
result of principles which look to giving service to the 
public—something more than mere protection. Years 


have proved the wisdom of these principles. 

















FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY STEVENS POINT, WISCONSIN & 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY OWATONNA, MINNESOTA 
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Security . oe 


the first consideration 


‘Dividend Savings... 


an added benefit 





In those nine words are written clearly and concisely the basic 
operating policies that have guided this company since organiza- 


tion in 1912. 





Security has been the first consideration—in underwriting . . . 
in establishing reserves . .. in investing assets... in keeping ex- 
penses low. Always every effort has been directed to protecting 
the policyholder, today, tomorrow and in years hence .. . 






providing insofar as is humanly possible for every contingency. 







In addition to this consideration, the sound principles of mutual 
insurance have been applied. Risks have been carefully selected 
and modern safety engineering has been employed to make these 
good risks better. These practices together with economical man- 
agement have made possible an unbroken record of substantial 
annual dividend savings to policyholders. 







' 
The results are history—written in the record of this nineteen 
million dollar company. The ever-increasing acceptance among 
discriminating buyers has resulted in a steady growth in size and 
strength—through good years and bad. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


JAMES S. KEMPER, President 


















Home Office: Chicago, U.S.A. 


Organized originally for lumbermen and now accepting good risks in all classes of business. 









































